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APPROPRIATIONS FOR THE SPECIAL MILK PROGRAM 
FOR CHILDREN 





THURSDAY, JUNE 9, 1960 


Hovusr or REPRESENTATIVES, 
ComMopItTy SUBCOMMITTEE ON Datry AND PouLtrRy 
OF THE COMMITTEE ON AGRICULTURE, 
Washington, D.C. 

The subcommittee met, pursuant to notice, at 10 a.m., in room 1310, 
New House Office Building, Hon. Lester R. Johnson (chairman of 
the subcommittee) presiding. 

Present: Representatives Johnson, Hagen, Coad, Levering, Me- 
Intire, Dixon, and Pirnie. 

Also present: Representatives Jennings, Anfuso, and Wolf of Iowa. 

Hyde Murray, assistant clerk, and John Heimburger, counsel. 

Mr. Jounson. The subcommittee will come to order. 

Today, we are hearing testimony on my bill, H.R. 12030, to extend 
the special milk program for children for an additional 2 years, and 
on companion bills introduced by 11 of my colleagues. ‘These bills 
are H.R. 12031 by Congressman Marshall of Minnesota; H.R. 12032 
by Congressman Quie of Minnesota; H.R. 12033 by Congressman 
Kastenmeier of Wisconsin; H.R. 12034 by Congressman Jennings of 
Virginia; H.R. 12035 by Congressman Pirnie of New York; H.R. 
12066 by Congressman Laird of Wisconsin; H.R. 12330 by Congress- 
man Breeding of Kansas; H.R. 12359 by Congressman Coad of lowa; 
H.R. 12388 by Congressman Flynn of Wisconsin; H.R. 12393 by 
Congressman Wolf of lowa; and H.R. 12410 by Congressman Hogan 
of Indiana. 

My measure would authorize an appropriation of up to $105 
million for fiscal 1962 and up to $115 million for fiseal 1963. Unless 
this bill is passed, the milk-for-schoolchildren program will expire at 
the close of the 1961 school year. 

Unlike the 1960 authorization, the money for the 1962 and 1963 
special milk program would come from a direct appropriation rather 
than from Commodity Credit Corporation funds. Since the special 
milk program improves the health of our Nation’s schoolchildren, it 
is primarily a general welfare program and should not be charged 
against the farmers as part of the price-support program. My bill 
to increase the authorization for the 1960 and 1961 special milk 
program, which was signed into law by the President on April 29, 
provides that the CCC will be reimbursed for the cost of the 1961 
program. My present bill would take the 1962 and 1963 program 
completely out of the Commodity Credit Corporation. 

The special milk program is typical of many programs which are 
charged to the farmer in the public mind, even though they are pro- 
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2 APPROPRIATIONS FOR SPECIAL MILK PROGRAM FOR CHILDREN 
grams for the general welfare, for the protection of consumers, or of 
the type which confer multiple benefits on the Nation as a whole. 
Better than half of the U.S. Department of Agriculture’s 1961 budget 
of $6.2 billion will be used for activities which are not directly charge- 
able to the farmer. This kind of bookkeeping is hardly fair to our 
farmers. 

Increased participation by schools and spiraling school enrollment 
have made necessary the increased authorization for the special milk 
program. During 1959, the number of schools, child-care institutions, 
and summer camps taking part in this program climbed to an all- time 
high of 81,500. This firure is better than 5,000 higher than the 1958 
total of participating organizations. However, as successful as this 
program has been, it still reaches only a little over half of our Nation’s 
schoolchildren. 

Even though my home State of Wisconsin was the first State to 
enter the special milk program after it was launched in 1954, the 
Wisconsin program continues to show considerable expansion. In the 
1958-59 school year, the students in my State drank almost 81 million 
half-pints of milk under this program. This is 6,500,000 more half- 
pints of milk than they consumed during the previous school year. 

To illustrate the impact of the special milk program, let’s take as 
an example the Greenwood Community School District, which is 
located in my district in Wisconsin. The students there drank enough 
milk at school to keep 17 cows busy every day of the school year. 
Incidentally, Principal Clifton Fonstad, who supervises the school 
lunch program at Greenwood, based his calculation on the U.S. De- 
partment of Agriculture estimate that the average cow in the United 
States produces 17 pints of milk per day throughout the year. I might 
add that the average production of Wisconsin cows exceeds the 
national average. 

When the Nation’s youngsters make their annual June transition 
from school to summer camp, milk goes camping with them. I am 
proud to have introduced the legislation, now Public Law 752, 84th 
Congress, which extended the benefits of the special milk program to 
nonprofit summer camps for children and nonprofit child-care institu- 
tions. 

The term ‘‘summer camp” takes in almost all types of organized 
activity conducted for children during the summertime. Included 
are nonprofit camps run by boys’ and girls’ clubs, civic or church 

oups, Boy and Girl Scouts, 4—H Clubs, Campfire Girls, and so 
oa th. Also eligible are the “fresh air’ ’ camps for underpriv ileged city 
youngsters and organized recreational programs at community play- 
grounds and parks. 

Jewel Graham, extension nutritionist at Iowa State University, 
observes that adults who have had lots of milk to drink in childhood 
are likely to keep on drinking milk. The special milk program means 
that more and more youngsters will have a chance to get the healthful 
milk-drinking habit. 

The aforementioned bills will be made a part of the record here as 
well as a report from the Department of Agriculture, dated June 8, 
1960. 
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(The bills and the report, dated June 8, 1960, follow:) 


(H.R. 12030, 86th Cong., 2d sess.] 


A BILL To authorize an appropriation for the special milk program for children for the fiscal years 1962 and 
1963 


Be it enacted by the Senate and House of Representatives of the United States of 
America in Congress assembled, That the Act entitled ‘“‘An Act to continue the 
special milk program for children in the interest of improved nutrition by fostering 
the consumption of fluid milk in the schools’, approved July 1, 1958, as amended 
(7 U.S.C., sec. 1446 note), is amended by inserting after the second sentence 
thereof the following new sentence: ‘“There are hereby authorized to be ap- 
propriated for the purposes of this Act for the fiscal years ending June 30, 1962, 
and June 30, 1963, such sums as may be necessary, but not to exceed the sum 
of $105,000,000, for the fiscal year ending June 30, 1962, or $115,000,000 for the 
fiscal year ending June 30, 1963.” 





(H.R. 12031, 86th Cong., 2d sess.] 


A BILL To authorize an appropriation for the special milk program for children for the fiscal years 1962 and 
1963 


Be it enacted by the Senate and House of Representatives of the United States of 
America in Congress assembled, That the Act entitled ‘“‘An Act to continue the 
special milk program for children in the interest of improved nutrition by fostering 
the consumption of fluid milk in the schools’’, approved July 1, 1958, as amended 
(7 U.S.C., see. 1446 note), is amended by inserting after the second sentence 
thereof the following new sentence: ‘‘There are hereby authorized to be ap- 
propriated for the purposes of this Act for the fiscal years ending June 30, 1962, 
and June 30, 1963, such sums as may be necessary, but not to exceed the sum 
of $105,000,000, for the fiscal year ending June 30, 1962, or $115,000,000 for the 
fiscal vear ending June 30, 1963.” 


(H.R. 12032, 86th Cong., 2d sess.] 


A BILL To authorize an appropriation for the special milk program for children for the fiscal years 1962 
and 1963 


Be it enacted by the Senate and House of Representatives of the United States of 
America in Congress assembled, That the Act entitled ““An Act to continue the 
special milk program for children in the interest of improved nutrition by fostering 
the consumption of fluid milk in the schools’’, approved July 1, 1958, as amended 
(7 U.S.C., sec. 1446 note), is amended by inserting after the second sentence 
thereof the following new sentence: ‘‘There are hereby authorized to be appro- 
priated for the purposes of this Act for the fiscal years ending June 30, 1962, 
and June 30, 1963, such sums as may be necessary, but not to exceed the sum 
of $105,000,000, for the fiscal year ending June 30, 1962, or $115,000,000 for the 
fiscal vear ending June 30, 1963.” 


{H.R. 12033, 86th Cong., 2d sess.]} 


A BILL To authorize an appropriation for the special milk program for children for the fiscal years 1962 
and 1963 


Be it enacted by the Senate and House of Representatives of the United States of 
America in Congress assembled, That the Act entitled ‘‘An Act to continue the 
special milk program for children in the interest of improved nutrition by fostering 
the consumption of fluid milk in the schools’’, approved July 1, 1958, as amended 
(7 U.S.C., sec. 1446 note), is amended by inserting after the second sentence 
thereof the following new sentence: ‘‘There are hereby authorized to be appro- 
priated for the purposes of this Act for the fiscal years ending June 30, 1962, 
and June 30, 1963, such sums as may be necessary, but not to exceed the sum 
of $105,000,000, for the fiscal year ending June 30, 1962, or $115,000,000 for 
the fiscal year ending June 30, 1963.”’ 
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[H.R. 12034, 86th Cong., 2d sess.] 


A BILL To authorize an appropriation for the special milk program for children for the fiscal years 1962 
and 1963 


Be it enacted by the Senate and House of Representatives of the United States of 
America in Congress assembled, That the Act entitled “An Act to continue the 
special milk program for children in the interest of improved nutrition by fostering 
the consumption of fluid milk in the schools’, approved July 1, 1958, as amended 
(7 U.S8.C., sec. 1446 note), is amended by inserting after the second sentence 
thereof the following new sentence: ‘‘There are hereby authorized to be appro- 
priated for the purposes of this Act for the fiscal years ending June 30, 1962, and 
June 30, 1963, such sums as may be necessary, but not to exceed the sum of 
$105,000,000, for the fiscal year ending June 30, 1962, or $115,000,000 for the 
fiscal year ending June 30, 1963.” 





{H.R. 12035, 86th Cong., 2d sess.] 


A BILL To authorize an appropriation for the special milk program for children for the fiscal years 1962 
and 1963 


Be it enacted by the Senate and House of Re prest ntatives of the United States of 
America in Congress assembled, That the Act entitled ““An Act to continue the 
special milk program for children in the interest of improved nutrition by fostering 
the consumption of fluid milk in the schools’’, approved July 1, 1958, as amended 
(7 U.S.C., see. 1446 note), is amended by inserting after the second sentence 
thereof the following new sentence: ‘“‘There are hereby authorized to be appro- 
priated for the purposes of this Act for the fiscal years ending June 30, 1962, 
and June 30, 1963, such sums as may be necessary, but not to exceed the sum 
of $105,000,000, for the fiscal year ending June 30, 1962, or $115,000,000 for the 
fiscal year ending June 30, 1963.” 





[H.R, 12066, 86th Cong., 2d sess 


A BILL To authorize an appropriation for the special milk program for children for the fiscal years 1962 
and 1963 

Be it enacted by the Senate and House of Representatives of the United States of 
America in Congress assembled, That the Act entitled ‘“‘An Act to continue the 
special milk program for children in the interest of improved nutrition by fostering 
the consumption of fluid milk in the schools’, approved July 1, 1958, as amended 
(7 U.S.C., see. 1446 note), is amended by inserting after the second sentence 
thereof the following new sentence: ‘‘There are hereby authorized to be appro- 
priated for the purposes of this Act for the fiscal years ending June 30, 1962, and 
June 30, 1963, such sums as may be necessary but not to exceed the sum of 
$105,000,000, for the fiscal year ending June 30, 1962, or $115,000,000 for the 
fiscal year ending June 30, 1963.” 





[H.R. 12330, 86th Cong., 2d sess.] 


A BILL To authorize an appropriation for the special milk program for children for the fiscal years 1962 and 
1963 

Be it enacted by the Senate and House of Representatives of the United States of 
America in Congress assembled, That the Act entitled ‘‘An Act to continue the 
special milk program for children in the interest of improved nutrition by fostering 
the consumption of fluid milk in the schools’, approved July 1, 1958, as amended 
(7 U.S.C. 1446, note), is amended by inserting after the second sentence thereof 
the following new sentence: ‘““There are hereby authorized to be appropriated 
for the purposes of this Act for the fiscal years ending June 30, 1962, and June 
30, 1963, such sums as may be necessary, but not to exceed the sum of $105,000,- 
000, for the fiscal vear ending June 30, 1962, or $115,000,000 for the fiscal year 
ending June 30, 1963.” 
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[H.R. 12359, 86th Cong., 2d sess.] 


A BILL To authorize an appropriation for the special milk program for children for the fiscal years 1962 
and 1963 

Be it enacted by the Senate and House of Representatives of the United States of 
America in Congress assembled, That the Act entitled “An Act to continue the 
special milk program for children in the interest of improved nutrition by foster- 
ing the consumption of fluid milk in the schools’, approved July 1, 1958, as 
amended (7 U.S.C. sec. 1446 note), is amended by inserting after the second 
sentence thereof the following new sentence: ‘There are hereby authorized to be 
appropriated for the purposes of this Act for the fiscal years ending June 30, 1962, 
and June 30, 1963, such sums as may be necessary, but not to exceed the sum of 
$105,000,000, for the fiscal year ending June 30, 1962, or $115,000,000 for the 
fiscal year ending June 30, 1963.” 





[H.R. 12388, 86th Cong., 2d sess.] 


A BILL ‘To authorize an appropriation for the special milk program for children for the fiscal years 1962 
and 1963 

Be it enacted by the Senate and House of Representatives of the United States of 
America in Congress assembled, That the Act entitled “An Act to continue the 
special milk program for children in the interest of improved nutrition by foster- 
ing the consumption of fluid milk in the schools’, approved July 1, 1958, as 
amended (7 U.S.C. 1446 note), is amended by inserting after the second sentence 
thereof the following new sentence: ‘‘There are hereby authorized to be appro- 
priated for the purposes of this Act for the fiscal years ending June 30, 1962, and 
June 30, 1963, such sums as may be necessary, but not to exceed the sum of 
$105,000,000, for the fiscal year ending June 30, 1962, or $115,000,000 for the 
fiscal year ending June 30, 1963.’ 


[II.R. 12393, 86th Cong., 2d sess.]} 


A BILL To authorize an appropriation for the special milk program for children for the fiscal years 1962 
and 1963 

Be it enacted by the Senate and House of Representatives of the United States of 
America in Congress assembled, That the Act entitled ‘‘An Act to continue the 
special milk program for children in the interest of improved nutrition by foster- 
ing the consumption of fluid milk in the schools’’, approved July 1, 1958, as 
amended (7 U.S.C., see. 1446 note), is amended by inserting after the second 
sentence thereof the following new sentence: ‘‘There are hereby authorized to be 
appropriated for the purposes of this Act for the fiscal years ending June 30, 
1962, and June 30, 1963, such sums as may be necessary, but not to exceed the 
sum of $105,000,000, for the fiscal year ending June 30, 1962, or $115,000,000 for 
the fiscal year ending June 30, 1963.” 


[H1.R. 12410, 86th Cong., 2d sess.] 


A BILL To authorize an appropriation for the special milk program for children for the fiscal years 1962 
and 1963 

Be it enacted by the Senate and House of Representatives of the United States of 
America in Congress assembled, That the Act entitled ‘‘An Act to continue the 
special milk program for children in the interest of improved nutrition by foster- 
ing the consumption of fluid milk in the schools’’, approved July 1, 1958, as 
amended (7 U.S.C. 1446 note), is amended by inserting after the second sentence 
thereof the following new sentence: ‘“There are hereby authorized to be appro- 
priated for the purposes of this Act for tle fiscal vears ending June 30, 1962, and 
June 30, 1963, such sums as may be necessary, but not to exeeed the sum of 
$105,000,000, for the fiseal year ending June 30, 1962, or $115,000,000 for the 
fiscal yeur ending June 30, 1963.” 
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{H.R. 12750, 86th Cong., 2d sess.] 


A BILL To authorize an appropriation for the special milk program for children for the fiscal years 1962and 
1963 


Be it enacted by the Senate and House of Representatives of the United States of 
America in Congress assembled, That the Act entitled “An Act to continue the 
special milk program for children in the interest of improved nutrition by foster- 
ing the consumption of fluid milk in the schools’, approved July 1, 1958, as 
amended (7 U.S.C., sec. 1446 note), is amended by inserting after the second sen- 
tence thereof the following new sentence: ‘‘There are hereby authorized to be 
appropriated for the purposes of this Act for the fiscal years ending June 30, 1962, 
and June 30, 1963, such sums as may be necessary, but not to exceed the sum of 
$105,000,000, for the fiscal year ending June 30, 1962, or $115,000,000 for the 
fiscal year ending June 30, 1963.” 


DEPARTMENT OF AGRICULTURE, 
Washington, D.C., June 8, 1960. 
Hon. Harotp D. Coo.ey, 
Chairman, Committee on Agriculture, 
House of Representatives. 

DEAR CONGRESSMAN Coo.Ley: This is in reply to your request for a report on 
H.R. 12030, a bill to authorize an appropriation for the special milk program for 
1962 and 1963. 

While the Department is in accord with action to place the special milk program 
on an appropriated-fund basis, it reeommends that enactment of such legislation 
be delayed until the next session of the Congress. 

H.R. 12030 would authorize an appropriation to finance the special milk program 
in 1962 and 1963. An appropriation of up to $105 million would be authorized 
for 1962 and up to $115 million for 1963. This program was originally authorized 
as a dairy price support measure in the Agricultural Act of 1954. More recently, 
it has been shifting more to an aid to child nutrition. Currently, the program is 
authorized to operate through 1961, financed by up to $85 million of Commodity 
Credit Corporation funds for 1960 and up to $95 million of CCC funds for 1961. 

The Department is recommending that legislative action be delayed because it 
believes that there are a number of policy and program matters that need to be 
resolved before such a bill should be enacted into law. 

When the program is placed on an appropriated-fund basis we believe consid- 
eration should be given to stabilizing it at some appropriate level. Such action, 
however, raises the question of the method or formula to be followed in dividing 
the available funds among the States. 

The Department is not now in a position to recommend a basis for any such 
division. The matter has received little consideration at the national level and 
it has not been explored in any detail with the States, all of which would have a 
vital interest. We feel, however, that any legislation to be passed should provide 
congressional guidance as to the formula to be used in apportioning the funds 
among the States and in determining the maximum rates of assistance to be paid 
to participating schools and institutions. 

Second matter to be resolved when shifting to an appropriated basis is the 
question of State and local contributions. So far, for example, Federal funds 
have not only financed the price reductions but have also paid for most of the cost 
of distributing milk within the schools, i.e., the cost of straws and labor, or the 
purchase of milk service equipment, etc. In view of the broad benefits of the 
program as it is now operating, consideration should be given to the merits of a 
requirement that State or local sources absorb these distribution costs. The 
Federal funds then would be used exclusively to finance price reductions to 
children. 

Another major consideration which needs to be reviewed prior to the enactment 
of this legislation is the relationship of the special milk program to the national 
school lunch program. The Department has not progressed to the point of having 
recommendations on this and other questions involved in this legislation and, 
therefore, we are recommending that action on this bill be delayed. 

The Bureau of the Budget advises it has no objection to the submission of this 
report. 

Sincerely yours, 


True D. Morse, Acting Secretary. 
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Mr. Jounson. Our first witness is Mr. O. V. Wells, Administrator 
of the Agricultural Marketing Service of the U.S. Department of 
Agriculture. We will be very glad to hear you now. 


STATEMENT OF O. V. WELLS, ADMINISTRATOR; ACCOMPANIED 
BY MARTIN D. GARBER, DIRECTOR, FOOD DISTRIBUTION DIVI- 
SION ; NATHAN KOENIG, SPECIAL ASSISTANT TO THE ADMINIS- 
TRATOR; HERBERT D. ROREX, FOOD DISTRIBUTION DIVISION ; 
AND MISS ISABELLE M. KELLEY, FOOD DISTRIBUTION DIVI- 
SION, AGRICULTURAL MARKETING SERVICE, U.S. DEPARTMENT 
OF AGRICULTURE 


Mr. We ts. Mr. Chairman and members of the committee, we are 
glad to have this opportunity to present our views on H. R. 12030 
and similar bills to place the special milk program on an appropriated- 
fund basis for the fiscal years 1962 and 1963. 

I should like to begin our presentation with a review of the legisla- 
tive history and past accomplishments of this program, as background 
for our views on the bills being considered by the subcommittee. 

Since 1954, seven bills affecting the special milk program have been 
passed by the Congress. The program was first authorized in the 
revised dairy price support provisions of the Agricultural Act of 1954 
which was enacted into law in August of that year. Section 204 of 
that act authorized a 2-vear program to increase fluid milk consump- 
tion in schools and provided for the annual use of up to $50 million 
of Commodity Credit Corporation funds. The details of the program 
were announced by the Department in early September, as schools 
were about to open for the fall term. Over 41,000 schools entered 
the program that first year, nearly 450 million half pints of milk were 
used, and the program expenditures totaled $17.3 million. 

Major modifications were made in the program for its second year 
of operation. The changes were designed to make more effective use 
of the CCC funds to reduce the price of milk to children and to sim- 
plify the administrative requirements placed on the schools. During 
the second year, the volume of milk moved under the program in- 
creased more than threefold—from 450 million half pints in 1955 to 
1.4 billion half pints in 1956. 

The program provisions for schools—where milk is sold as a sep- 
arately priced item—have continued unchanged since the second 
year of the program. Within maximum rates established by the 
Department, schools are reimbursed for reducing the selling price to 
children below the cost of the milk and for expenses they incur in 
distributing the milk within the school, such as straws, extra labor, 
or additional milk service equipment. The maximum rate of reim- 
bursement has been 4 cents per half pint for schools participating in 
the national school lunch program, but these schools do not receive 
any payment for the half pint of milk that is served as part of a type 
A lunch. Schools not participating in the national school lunch pro- 
gram can receive up to 3 cents per half pint for the milk they serve to 
children. 

Two acts affecting the special milk program were passed in 1956. 
The program was extended for an additional 2 years—for 1957 and 
1958—-with an annual maximum authorization of $75 million for 
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those 2 years. In addition, because the rapid expansion of the pro- 
gram in its second year had resulted in some uncertainty over the 
adequacy of the original authorization, the 1956 funds were increased 
from $50 to $60 million. 

Summer camps, settlement houses, and other child-care institutions 
were also made eligible for the program by legislation passed in 1956. 
Although the camp and institutional operations are small in relation 
to those in the schools, the program has helped these groups to operate 
an expanded milk service for their children, This year, for example, 
we expect about 3,500 summer camps to be in the program, compared 
with less than 500 in the first vear of camp operations. 

Because camps and other institutions generally do not sell milk to 
children as a separate item, they participate on a different basis. 
The institution must develop a specific method to increase milk con- 
sumption by children, such as adding a new time of service or increas- 
ing the quantity served at mealtime. Once the plan is approved and 
put into effect, institutions are reimbursed at the rate of 2 cents per 
half pint to help cover the increased costs involved. 

In 1958, Public Law 85-478 was passed extending the program for 
another 3 years—through 1961—and continuing an annual authoriza- 
tion of $75 million of CCC funds. Three additional bills have been 
passed since that time, raising the amounts of the annual authoriza- 
tions. The 1959 authorization was increased to $78 million. This 
year’s authorization was first increased to $81 million and subse- 
quently to $85 million. For 1961 the increase was first to $84 million 
and now it stands at $95 million. 

As reflected by the larger fiscal authorizations, the program has 
continued to grow year by year, both in terms of the number of 
outlets and the volume of fluid milk moved under the program. Last 
year, over 81,000 schools and institutions were in the program and 
our preliminary figure for this year is over 83,000. 

Last vear nearly 2.2 billion half pints of milk were consumed under 
the program and this year we expect nearly 2.4 billion half pints to 
have been consumed by the end of this month. This volume repre- 
sents over 2 percent of the annual nonfarm consumption of fluid milk. 
(In addition, we are moving 2.1 billion half pints of fluid milk through 
the regular school lunch program this year, which is over and above 
the volume moving through the special milk program. ) 

The bills under consideration by this subcommittee would authorize 
an appropriation for the special milk program in 1962 and 1963. For 
1962, up to $105 million would be authorized; for 1963, up to $115 
million. 

The Department is in accord with the approach of these bills which 
would extend the special milk program on the basis of appropriated 
funds. The benefits of the program now extends beyond the contribu- 
tions being made to dairy price supports. It has significant health 
benefits to millions of children, and parents also benefit when their 
children can buy milk at reduced prices. However, we do not believe 
that this legislation should go forward until the next session of the 
Congress because there are a number of policy and program issues 
that should be resolved at the time the change in the method of 
financing is made. 

When the program is placed on an appropriated basis, we believe 
consideration should be given to stabilizing it at some appropriate 
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level. Such action raises the question of the method or formula to be 
followed in dividing the available funds among the States. 

The Department is not now in a position to recommend a basis for 
any such division. With the open-end type of financing that has been 
in effect, this question has received little consideration at the national 
level and it has not been explored in any detail with the States, all of 
which would have a vital interest. 

We feel that any legislation to be passed should provide congres- 
sional guidance as to the formula to be used in apportioning the funds 
among the States and in determining the maximum rates of assistance 
to be paid to participating schools and institutions. 

A second matter to be resolved when shifting to an appropriated 
basis is the question as to what contribution should be expected from 
State and local sources. So far, for example, Federal funds have not 
only financed the price reductions but have also paid for most of the 
cost of distributing milk within the schools. Although the majority 
of schools use a lesser amount, it has been possible for a school to use 
up to 1.9 cents of the Federal reimbursement to pay the cost of dis- 
tributing a half pint of milk. Beginning in July, we are reducing that 
amount to 1.5 cents per half pint. In view of the broad benefits of the 
program as it is now operating, would it be appropriate to require 
that State or local sources absorb these costs, with Federal funds 
available exclusively to finance price reduction to children? 

I should add that the best estimate that we could make of the special 
milk fund going to distribution costs in 1959, and probably 1960, is 
about $15 million—somewhere between 0.6 and 0.65 cent per half pint. 

Mr. Jonnson. If the $85 million is used, that would mean $15 
million of that $85 million would go to distribution costs? 

Mr. Wetuis. And about $70 million, actually, to reduce the price 
to the children. I have stated that distribution costs can run up to 
1.9 cents per half pint. Schools are using less than that in most 
instances. 

Mr. Jonnson. What are the distribution costs that are included in 
that program? 

Mr. Wetus. Mr. Garber can answer that. Fi 

Mr. Garser. That covers the cost of the equipment, in order to 
keep the milk cold. It might cover the cost of the straws. In some 
schools where they do not have enough electric equipment, it might 
cover the cost of ice to the schools, in order to keep the milk cool. 

Mr. Jonnson. If they put in a vending machine, would that be 
paid for? 

Mr. Garner. Yes, sir; if it is owned or rented by the school. Also, 
of course, the big cost might be for labor, the actual dispensing of the 
milk, taking the half pint from a cooler and making the actual sales 
to the child. Those are some of the costs. 

Mr. Jounson. You may continue. 

Mr. Wetus. Another major question which needs to be carefully 
considered prior to the enactment of this legislation is the relation- 
ship of the special milk program to the national school lunch program. 
The Department has not vet progressed to the point of having rec- 
ommendations on this and other questions involved in the extension 
of the special milk program. Therefore, we believe that action on 
H.R. 12030 and similar bills should be delayed until the next Congress. 

That completes my statement. 
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We have some three or four tables if you are interested in them for 
the record, which indicate the volume of operations and the amount 
of money spent under the program by years from 1955, including our 
best estimate for the vear just ending, also, a table ane the way 
in which this program is operating in the various States. 

Mr. JoHnson. You would like to have them put in as part of your 
statement? 

Mr. Wettus. We would be very happy to have them put in the 
record. 

Mr. Jonnson. They will be inserted into the record at this point. 

(The tables referred to follow:) 


U.S. DEPARTMENT OF AGRICULTURE—AGRICULTURAL MARKETING SERVICE 


Special milk program: Number of participating schools, fiscal years 1955-60 





Fs | | 
| | Total 





























| | | 
State | 1955 | 1956 | 19572 | 1958! | 1959 | 1960 pre-| number 
| liminary | schools in 
State ? 
| act as J aes te Ee 
| ! | | | 
oie. cited obiabentss 804} 1,361} 1,378] 1,442] 1,483 1,523/ 2,568 
PID scl adtiecsbeealdeeenses (3) (3) 22 26 30 34 | 199 
enone nba menae | 283 | 325 377 417 | 477 467 | 575 
ME Sib ick cdts cna cacel 841 | 947} 1,009] 1,051 1,054 | 1,054 | 1, 407 
IS saetccal dhinininhadeedbne 2, 096 | 4, 269 | 4, 738 5, 073 5, 326 5, 509 | 5, 562 
NN or os Se eee td 442 | 7 860 879 | 924 1,012 | 1.371 
EE ee 219 506 | 578 692 | 751 893 | 1, 108 
I ns pd daineriniee 66 105 | 122 | 126 143 145 | 206 
District of Columbia---_-------- 163 | 182 | 184 | 186 | 192 198 248 
RN i sath nnneeienat peepee haps 552 | 970 | 1, 103 1, 210 | 1, 285 1, 377 1, 532 
aie as Se a | 989 1, 217 | 1,401 | 1, 559 | 1, 584 1, 622 2, 169 
sk tcnkiiie «tanh ekelinn ape | (3) j (3) 168 | 178 185 192 308 
a ait 308 327 | 397 | 431 | 416 371 | 620 
IN int cin ncstnanines PIES 1, 978 | 3, 814 | 4,127 | 4,211 | 4, 308 4,417 | 5, 584 
a ee 812 | 1,177 | 1, 463 | 1, 666 1, 790 1, 755 2, 544 
ee ee ee ee | 1,030} 1,567] 1,911 2, 114 2, 198 2, 229 4. 567 
Ser ee 512 907 1,096 | 1, 128 | 1,172 | 1, 217 3, 563 
J ee | 726 | 1, 180 | 1, 318 | 1, 423 | 1, 522 1, 536 | 3, 667 
DIDI Boccnescnsestaaunnns 628 697 874 | 945 | 959 992 1, 695 
Sa cpitiecs+nccncemanunnes | 409 716 790 819 817 791 1, 262 
NN scsiscccitiract vr datas pene 541 839 912 | 1, 004 | 1, 032 1, 074 | 1, 334 
Massachusetts. ................ 1, 727 | 2, 096 2, 289 2, 369 | 2, 405 2, 430 | 2,719 
| ee |} 1,571 3,752} 4,168| 4,342] 4,430 4, 480 | 5, 863 
a a cates 1, 360 | 2,156 | 2, 436 2, 541 | 2, 583 2, 686 3, 853 
al iaiuipadsss mutes a 621 | 919 | 1,023 | 1, 041 1, 046 1, 058 2,018 
SE A Sthngnipeddactconeeies | 1,576 |} 2,518] 2,819 2,921} 2,954 2, 958 | 4, 261 
EE bs ki cccaininitidehbid 230 | 251 309 343 348 366 1, 371 
nS eR 283 | 520 616 | 679 712 777 4, 368 
PR cdcn bo ncseubi ccs ote 47 61 85 114 131 143 205 
New Hampshire. .............. | 195 | 306 335 | 348 355 366 610 
PI Sai iii aauieandnctws 663 1, 094 1, 296 1, 404 | 1, 500 1, 653 2, 353 
New Mexico. .......--.-------- 267 | 376 503 544 | 567 454 7 
Sank cc cck na ccqnnsion | 2,587 3,614 | 4,341 4, 565 4, 678 4, 73 5, 853 
North Carolina. -.-...........- | 1, 484 | 1, 821 1, 996 2, 009 2,017 2, 068 2, 168 
North Dakote_................. 238 | 345 | 381 | 391 | 424 463 2, 571 
ee eens 1, 544 2, 640 3, 135 3, 446 3, 549 3, 723 4, 270 
RN od al 896 | 893 1,055 | 1, 155 1, 165 1, 207 2, 539 
ak cemennanbiwotrnsn 312 | 567 726 799 831 881 1, 391 
PIN cntbacensenieate 2, 423 3, 368 3, 978 | 4, 741 4, 727 4, 700 6, 554 
I its icici siacinctbinsieeien 173 282 294 | 297 298 286 433 
South Carolina................- 669 772 926 1, 042 1,043 1, 061 1, 349 
ee SS eae. 221 305 403 472 525 613 3, 067 
I er et oadtinns | 1, 790 2, 192 2, 219 2, 217 2, 246 2, 219 3, 115 
a ett 1, 331 | 1, 871 2,565 | 3,256 2, 877 2, 559 5, 043 
Oe a. 2 «wants meipedaat 383 282 | 337 | 323 324 406 480 
I gs chen skein ci ode oo 313 350 372 381 399 365 | 654 
cinkncteabbcdbroddecees 729 1, 261 1, 337 | 1,419 | 1, 447 1, 487 2, 324 
Washington_.__----_---. ee 730 965 | 1, 082 | 1,174 1,2 1, 320 1, 525 
West Virginia.._-.-....-.....-- 741 | 861 | 964 | 992 1, 004 998 3, 080 
I ical 6 cat nceaigouel | 2,495 | 3,846] 4,271] 4,385) 4,497 4,491 5, 549 
Wyoming.---..- bcunienaek 96 | 128 150 | 188 | 211 222 | Sad 
Ns ac ahaesaimne soleil 41, 094 62, 266 71, 239 76, 478 | 78, 216 79, 581 122, 928 
| 

















1 Includes child-care institutions. Number of schools not reported separately. 

2 Based upon the latest available data from Bureau of Census and Department of Health, Education, 
and Welfare. 

3 State did not participate in program. 
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| Special milk program: Federal reimbursement for milk consumed by children under 
the special milk program, fiscal years 1955-60 
; {In thousands of dollars) 
| State | 1955 | 1956 1957 1958 1959 1960 
estimated 
| pT at a ee ee ee SS eT st | 224 | 818 945 1, 013 1, 106 1, 271 
; OAS IEEE CEES, IO | @) () 8 16 19 27 
DC . dontoteicckinnananemaye an aeeae | 126 254 316 372 450 493 
SS ee ene ae ecnacadataain 392 588 598 616 665 691 
California.....--..- padnshesebenabeareens 599 | 4,015 5, 398 6, 239 7, 225 7, 549 
Colorado. -.----- pdoaeeseateennaees 155 | 398 500 | 541 591 687 
NI oricct sient a dsckseeunsens-| 92 385 568 | 689 835 989 
DE datatineucnapanbieldamiene mens 20 | 150 | 177 186 204 243 
ey os | ee ae eee 61 185 346 342 371 420 
‘ RIE. so inmeaccee uloianiceuceaies 290 691 912 1, 087 1, 289 1, 381 
, PE da esacviesbeosvevencacnedeiusceul 381 648 792 906 983 1, 046 
EE gid nett sccesdesiei=anken a Gioia {| () (1) 153 174 173 185 
Dau ce teat nceiewemenal 158 | 183 173 167 185 214 
PRURB so cosiceoes hivtielest nc mieeeue tas 867 3, 712 4, 617 5, 092 5, 551 6, 093 
RE. - soncscnseeatenereesononrnacten 444 1, 052 1, 354 1, 534 1, 742 1, 902 
PRS che tnaionsissasapvacetvensand : 582 1,208 | 1,422 1,473 1, 603 1, 742 
MND 055 cunts cacusethanasetesteaaee 195 505 677 719 811 897 
. ee [cavemen ttorens 258 900 1,048 1, 085 1, 245 1, 370 
DEE Mew inctinnterca kanes seaeetakien 259 | 300 433 446 464 506 
SN. odaccwameneetus ae eaesieleribcie. 66 237 204 295 318 370 
: BP IIIND Lo bnacnncdkscadeensntdsvebeeeual 159 887 1,091 1, 235 1, 505 1, 624 
g NN io lien oni eee 409 2, 030 2, 417 2, 547 2, 801 2, 916 
9 Michigan-.-...-.-.- Sia we Naeore wceennl 589 2, 684 3, 657 3, 902 4, 372 4,779 
5 PE MENNO We osc ce octcersncencneqsseceee | 844) = 1,544 1, 797 1, 868 2,099 2, 269 
~ ES ETE LTE EL Fe 206 | 607 828 857 1,020 1, 202 
2 NN Rati ice nae niin ieeteeen 649 1, 367 1,718 1, 833 1, 997 2, 229 
1 So edhe i cece tenes wore seent 84 118 140 145 142 158 
g { ee Kcbawehnawehae wabe 102 | 287 365 404 446 480 
5 Da hasan sdipsavndesseibeilbichiceies 39 | 41 53 | 61 74 86 
8 New Hampshire-------- is ey Se 32 | 124 162 | 184 211 249 
2 PN IIE onc iocicuniwknencuenacecmecenrt 172} 1,012 1, 404 1,617 1, 960 2, 415 
9 New Mexico...-.-.- nedetionaasenmtade tens 128 249 490 594 604 628 
8 IEG, o aks. -poaeeckwaneed 1, 650 4, 229 7, 586 8, 087 8, 625 9, 282 
, North Carolina. .-__.-- patsb ahctecaees gia 862 930 1,078 1, 146 1, 321 1, 517 
4 I a thank aha chibiasengs wen waa Saku sseleem 85 175 206 216 260 306 
4 Re ee ee ak en 813 2,770 3, 603 4, 064 4, 543 4, 963 
- WRIA Soo hits cbiincnccacanansorepkie 299 489 633 736 844 890 
3 Oregon. __.. pbuniadcdatmenscooauaneteel 83 304 376 425 | 480 521 
7 Pennsylvania.............. 5 analigctieeeinede 842 1, 857 2, 694 3, 052 3, 510 4, 104 
5 Rhode Island- Sok denies cee 27 200 262 275 312 37 
2 South Carolina- - shied chnndaaseaphe ol 241 | 286 380 480 589 625 
4 RENIN cal eeeeenn codedeesasawe 97 208 290 | 340 383 430 
9 I ee cg Oot datas peated 731 1, 285 1, 387 1, 509 1, 663 1, 740 
3 ish xc distin tative cial ics each ticendto tl dasha 719 1, 427 1, 843 2, 076 2, 373 2, 630 
3 MN casa icas £1. kentkanckiitnke emirate 215 88 171 172 188 242 
8 We iccentcinnansanceunvie eniiiennnaanatae 63 111 124 136 148 163 
1 acne ia lean eee cageed 244 77 1, 137 1,253 | > 1,474 1, 576 
‘1 NN oe a ae 318 879 1, 009 1, 101 1, 225 1, 290 
8 Wee WON 2 hon a chek tele 186 286 344 375 399 432 
5 SIDS fir enckpthieny hind adaommbanns 962 2, 084 2, 370 2, 508 2, 745 3, 025 
0 De EE icinsntinncddekmemnnenampaiaty -----| 41 | 90 127 131 142 147 
; Ech, dik cihabscicantmeh sends kkalioi 17, 150 45, 854 | 60, 473 | 66, 321 74, 285 81, 369 
3 
18 
"1 | 4 State did not participate in program. 
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Special milk program: Summary of operations, fiscal years 1955 to 1960 


| | 




















| 
| Percent 
1955 1956 =| 1957 1958 1959 1960! | increase 
| 1960 over 
1959 
| 
' | | i 
1. Funds available: | | 
Program (dollars) 50, 000, 000 |60, 000, 000 175, 000, 000 |75, 000, 000 |77, 359, 500 84, 381, 900 | eee BS 
Administrative (dollars) 201, 750 382, 500 760, 000 633, 300 | 640, 500 EGE, Nc ncaa 
aie eee sah eee 
Total (dollars) -_-- - 50, 201, 750 |60, 382, 500 |75, 760, 000 |75, 633, 300 |78, 000, 000 |85, 000,000 |___.._. 
= = | } 
2. Expenditures: | | | 
Program expenditures | 
(thousand dollars).....} 17, 150 45, 854 60,473 | 66, 321 | 74,285 | 81, 369 9.6 
Administrative expendi- | | 
tures (thousand dol- 
SERRE a, 193 | 323 | 473 | 581 | 612 18 feel 
Total (thousand dol- | | 
See ee 46, 177 60,946 | 66,902 | 74,897 81, 987 9.5 
3. Average rate of reimburse- | | | | 
ment per half pint (cents) 3. 83 3. 29 3. 45 | 3. 46 | 3.41 | DOG os eee 
4. Participation and milk con- | | 
sumption: | | 
Number of outlets: | | 
State agency admin- | 
istered ; ...| 30,823} 59,457] 67,470 71,935 | 75,919] 77,500 |... 
Area office admin- | 
MN. Stanwscel 1, 271 2, 809 3, 769 4,543 | 5,668 5, 800 : 
SS an | 41,094 | 62,266 | 71,230 | 76,478 | 81,587 | 83, 300 2.1 
| } } 
Number of half pints re- | | 
imbursed (million) - 449.8 | 1,394.2 1,752.7 | 1,918.2) 2,176.2 2, 386 9.6 
5. Total school enrollment | | | | 
(thousands). ............ 35,500 | 36,600 | 37,200 | 38,400 40, 950 | 2,700 |__- 
6. Total milk consumption per | | | | 
child enrolled: 
Special milk (half pints) -} 12.7 38. 1 47.1 |} 50.0 | 53.1 | 56. 2 5.8 
School lunch (half pints) -} 49.8 46.4 47.1 48.4 | 49.0 49.9 1.8 
Total (half pints).....- } 62.5] 84.5] 4.2] 984] 1021] 1061] 3.9 
7. Number of summer camps--|_...._--- | 2, 220 3, 026 | 3, 371 3, 450 2s 
8. Summer camp expenditures | | | 
(thousand dollars)_......--| | | 440 650 1,177 1, 300 10.5 
| | 





1 Items 2 through 8 estimated. 
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Mr. Jounson. I have a question which came up in a conversation 


yesterday. 


It is not quite relevant to the school milk program, but 


it is in regard to the amount of money paid out of funds charged to the 
farmers of this country for milk for the armed services. Have you 
those figures with you, or could you put them in the record at this 
point? 

Mr. We ts. I would ask permission to get the figures. I would 
say that at about the time the special milk program was started the 
Congress did provide that to the extent that the armed services would 
use dairy products, over and above what they were then regularly 
serving, they might be assisted or reimbursed by Commodity Credit 
Corporation for the additional fluid milk and have surplus butter and 
cheese supplied to them. 

In the case of fluid milk, however, the help is equivalent to what it 
would cost us to buy the equivalent amount of cheese, dried skim 
milk, and the like. 

Mr. Jonnson. If you have those figures, is there any way that you 
could show us the percent of milk used by the armed services? 

; Mr. We tts. I think that I can get, at least, an approximation of 
that. 
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Mr. Jonnson. You will have to go back and determine the amount 
of milk the armed services were using at the time the law was passed 
and what it is today. 

Mr. We tts. What you really want to know is what they are using 
today and how much comes from us? 

Mr. Jounson. And how much is charged to the farmers. 

Mr. Wetts. We only take into account what they serve, over and 
above their regular amount. 

Mr. Jounson. I see. 

Mr. We.ts. I think that the Commodity Credit Corporation has 
that material available. 

Mr. Jounson. If there is no objection, I will ask that it be put into 
the record at this point. 

(The information to be furnished follows:) 


As the result of a special program to stimulate expanded use of milk, the 1959 
total consumption of fluid milk by personnel in the Army, Navy, Air Force, 
Marines, Coast Guard, U.S. Merchant Marine Aeademy, and veterans’ hospitals 
was about 565 million pounds greater than it would have been if normal purchases 
of fluid milk had been made. This more than trebled their consumption. 

Under an agreement between the Commodity Credit Corporation and the Army 
Quartermaster Corps, acting for all military agencies, the Coast Guard, and the 
U.S. Merchant Marine Academy, and another agreement between CCC and the 
Veterans’ Administration, part of the cost of the increase ($4.10 per hundred 
pounds of fluid milk) is being paid from CCC funds. The increase in milk con- 
sumption diverts fluid milk from the manufacture of dairy products that other- 
wise would be purchased by CCC under price support. 

Payments to the cooperating agencies for the 1959 increase in consumption 
amount to $23,167,080. This is the approximate cost that CCC would incur in 
purchasing, handling, and storing butter and nonfat dry milk produced from an 
amount of milk equal to the increase of 565 million pounds in consumption, or 
the equivalent of about 526 million pints of milk. 

Milk consumption under this special program has been increased 2,275,949,947 
pounds, or about 2,117 million pints, since the beginning of the program in 
November 1954. Payments by CCC amount to $93,314,713. 

In addition to the fluid milk, 176.3 million pounds of butter and 11.6 million 
pounds of cheese have been transferred to these agencies during the period May 
1953 through April 1960 to increase their consumption over and above normal 
consumption of these dairy products. 

The programs are carried out under legislation authorizing purehases of milk 
and its products in carrying out mandatory price-support operations, and also 
providing that CCC stocks of dairy products may be transferred for increased 
use by Armed Forces and other agencies. 


Mr. Jounson. You may proceed. 

Mr. Weuus. That is all I have at this time. 

Mr. Jounson. Are there any questions? 

Mr. Pirnte. Mr. Wells, I notice that in this summary of operations 
you have furnished us that the administrative cost between 1956 and 
1957 has nearly doubled. What is the basis for that? 

Mr. Wetts. Will vou answer that one, Mr. Garber? 

Mr. Garber is the head of that division. 

Mr. Garser. Of course, the program was new in 1954 and 1955 
and 1956. We were using, part time, our school lunch personnel to 
help administer this program. 

Then as it was extended in 1956 for 2 more years and to camps, 
also, we thought that we had better adjust the administration where 
it belonged, and with more people we charged the people to the actual 
program costs. That is the reason for the jump from $382,000 to 
$760,000. 
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Mr. Prrnie. In your statement you suggest postponement of de- 
termining the basic relationship between the Federal Government and 
the States and the schools. It is true, is it not, that you have been 
urging appropriated funds to finance this program? 

Mr. Wetts. I do not think that we have previously urged this, 
Mr. Pirnie. Originally, this was started as a direct price support 
measure. However, as the dairy situation has improved it has, I 
think, been the general policy of the administration to suggest that 
as nes arly as possible it go through the Appropriations Committee. 

And in connection with the most recent discussion of increasing 
the authorization we did indicate that we would be sympathetic if 
the program was extended to put it on an appropriation basis. 

Mr. Prrnie. The answer is that you are recommending that it be 
by way of appropriations? 

Mr. Wetis. We recommend for the current year to leave it in the 
Commodity Credit Corporation, but we say that if it be extended to 
continue after June 30, 1961, strong consideration should be given 
that needed funds should come out of the appropriations. 

Mr. Jounson. Are you recommending that it be handled on an 
appropriation basis for fiscal 1962? 

Mr. Wetts. What we are saying is that we are strongly sympathetic 
to that approach. 

Mr. Jounson. You say that you are not quite ready at this time to 
recommend the program on the basis of an appropriation? 

Mr. Wetts. We are not recommending the level of the appropria- 
tion, nor are we ready to recommend the formula of dividing it between 
the States. We feel that if it goes on an appropriation “basis, that 
strong consideration should be given to stabilizing the appropriation. 

It has been operated as a price support program which is really 
on an open-end basis. In other words, when we did not have enough 
to take care of estimated needs at established rates, the Congress 
increased the authorization for use of Commodity Credit Corporation 
funds. We feel that when you go to appropriations you will not 
have this flexibility throughout the year. 

We ought to be able to know how much funds we are going to have to 
operate on for the year. We ought to be able to tell the States at the 
beginning of the year, ‘““This is what you will have to operate on and 
you have to arrange to stay within this particular sum of money. 

Heretofore we have never known how much we would finally have. 
We have come up to Congress, in the last three sessions, and have 
stated that it looked to us like we would run into a deficit and the 
Congress has acted to prevent the deficit. 

Mr. Prrniz. You know that the idea of the committee has been to 
try and set that figure. 

Mr. Weuts. Yes. 

Mr. Prrnie. That is, at a level so that you would not be em- 
barrassed, is that not true? 

Mr. Wetts. That is true, and yet the program has increased to 
where, at least, 3 out of the last 4 years we have had to have an 
increase. 

Mr. Pirniz. I understand that is true—but that is largely due to 
other programs. 


Mr. Wetts. Yes. 
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Mr. Prrnte. And an expanded number of schools taking advantage 
of the program. 

Mr. Wetts. That is true. 

Mr. Pirnte. I wonder if, in view of the fact that the program has 
been operating for 5 years, the background of experience is such that 
we could predicate a formula, whether or not one could be recom- 
mended? 

Mr. Wetts. I think that this needs considerable study and con- 
siderable discussion with the State people. 

If you look at the participation figures you will find that a number 
of the States have moved very effectively, very aggressively— 

Mr. Prrnie. | do not hear you. 

Mr. Wetts. They have moved very aggressively on this program. 
Their consumption of milk per child is much greater than in other 
States. I think that some people would say, ‘Well, as a formula, 
let. us take the number of schoolchildren in each State.” 

This would immediately penalize those States that have very high 
rates of participation. 

On the other hand, if you put it on just last year’s participation, 
the old historical base formula, it would sound very fair in the first 
year, but 2 or 3 years from now it would begin to look different. 

I think there is a question of how many children there are in the 
States, and consideration should be given to the income level within 
the States. I think that consideration, also, will have to be given to 
the weight which you give past participation, especially in the first 
few years under the appropriation arrangement. 

I think we will have to have a maximum rate that we will pay. 
The maximum rate now is 4 cents per one-half pint for milk served in 
schools in addition to the regular school lunch, 3 cents in schools that 
do not have the regular school lunch program, and 2 cents in the other 
institutions. 

I think that consideration also ought to be given to the maximum 
rate, either in the bill or in the discussion of it, so that we will have a 
clear idea of how to proceed. 

Mr. Pirnite. And you are not now in a position to make any recom- 
mendation? 

Mr. Wetts. We are not in a position to make a recommendation 
on the formula, nor are we in a position at the present time to recom- 
mend the level at which we would suggest that the appropriation be set 

Mr. JoHnson. It would seem to me that you are not going to be 
able to put it on an appropriation basis for 1962. You will still have 
to take it out of the Commodity Credit Corporation for fiscal 1962, 
because you will be coming out in February or March with your 
recommendation to the Agricultural Subcommittee. Congress will, 
probably, pass the necessary legislation so that you can go ahead. 

Mr. We tts. I recognize ‘this. problem, Mr. Johnson. But I think 
that if the Congress has the interest which it has had in the past, 
there is an excellent chance it will be able to pass this legislation fairly 
early in the next session. And there are supplementals to appropria- 
tion bills which do not firm up until some time in June. So I, cer- 
tainly, hope that by June the legislation would be passed, and even 
earlier than that, if at all aia 

Mr. Jounson. We from the dairy areas have been criticized for 
taking money out of the Commodity Credit Corporation. I do not 
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think that we have any objection to taking the money out of the 
Commodity Credit Corporation, except that it is charged to the farm 
program as a loss. The schools benefit from it. And the farmers do 
not. 

Mr. Pirniz. Will you yield? 

Mr. JoHnson. Yes. 

Mr. Pirniz. I am anxious that there not be a legislative history 
written which checks the program, which lessens your ability to make 
commitments and to accept new schools. That is your attitude as 
well, is it not? You do not want to be in the position of having to 
reduce because there is not a sufficient appropriation available to 
fulfill the requirements? 

Mr. Wetts. We understand your position, but at the same time I 
must say that the program started essentially as a price support pro- 
gram. It is a program that has been continued for some 5 or 6 years. 
We feel before it is continued further we will have to look at these 
other questions. In our own judgment 

Mr. Prrnire. What is your attitude in the meantime—that is what 
I am concerned with. 

Mr. We tts. I think in the meantime we should go forward and 
study the questions we have here. We propose to have discussions 
with the people in the States as to how this might be handled, so that 
we will be ready, I should hope, next January to come forward with a 
policy—recommendations on these particular points. 

Mr. Prrnize. No lowering of the standard of cooperation with those 
schools that desire to enter the program? 

Mr. Wetis. What did you say, that there is no lowering in the 
cooperation with the schools that desire to handle the program? 

Mr. Prrnie. Yes. 

Mr. We ts. I am not in a position at the present time to state the 
appropriation level that we would recommend. You can well under- 
stand that. 

Mr. Pirnie. I am speaking until that recommendation is made. 

Mr. Weutus. The program now runs through next June 30. That is 
already arranged for. 

Mr. Pirniz. I understand that. In January, February, let us say, 
you might come up here on this situation. I am trying to ascertain 
now what is to be our attitude toward expanding the program in the 
interim. 

Mr. We tus. We have $85 million maximum authorization this year. 
We estimate that we will spend $81,500,000 or about that amount. 

fe already have, through action of this committee, and the com- 
mittee of the Senate, an authorization to use $95 million for the fiscal 
vear ending June 30, 1961. This will allow expansion of at least 10 
percent—as much as 15 percent-——which we think is as much as we 
are likely to have during the coming fiscal year. And then we would 
hope that within 3 or 4 months after January the Congress could 
take further action on the program. 

Mr. Prrnie. You have set that limit? 

Mr. We tts. Yes. 

Mr. Prrniz. I am asking whether that is sufficient in order to per- 
mit vou to cooperate or do you have to drag your feet in order to stay 
within that? 

Mr. Wetts. It has been our thought that we ought to have enough 
funds to plan for a 10 or 12 percent increase. The Congress has 
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allowed us $95 million. We are spending about $81,500,000 in this 
year. The difference is something over 15 percent. We do not think 
that we can spend the last dollar because this is broken down among 
States. But, it is our judgment that we will be able to take care of 
the increase next year. 

Mr. Prrnie. And in the face of the existing demand, that will be 
adequate? 

Mr. Wetts. That is correct. I will say that this is a judgment 
figure, you understand, and if for various reasons the program should 
pick up more, we might find ourselves in the position where we will 
have to look at it again. We will try to determine in early February 
how it will run. 

Mr. Prrnre. You would come to us if it picks up? 

Mr. We tis. We would either expect to come to you or go to the 
schools. 

Mr. Pirnie. That is the point I am trying to make. 

Mr. Wetis. What did you say? 

Mr. Pirnie. That is what I want to get an answer on. You say 
that you are going to go to the schools. ‘You cannot go to the schools 
until you establish the formula; can you? 

Mr. Wetts. You are talking about next year? I am saying, if 
the participation should increase so much in the early fall and winter 
months, that it looks like we are going to run short, we would notify 
the congressional committees and notify the States. Then we would 
have to find out what we would do to stay within the budget. Ido not 
think that this situation will arise. 

Mr. Pirnte. I hope not, but the point that I want to make sure of 
in the record is that you indicated that you would notify the schools 
that funds were not available. 

Mr. We tts. If it looks as if we have to change the rate, I assure 
you we will notify both the Senate and your committee and the States. 

Mr. Jonnson. Congressman Jennings. 

Mr. Jennineas. What participation do you now have in the school 
milk program? 

Mr. Garper. First, nationally speaking, there are about 82,000 
outlets. In the schools, out of a total of about 122,000 there are 
about 79,000 that we have. We figure that three children out of 
every four in school have the opportunity of drinking milk. Three 
out of each four, which, I feel, affects the future expansion of the 
program—how far it might go. 

Mr. Jenninos. That is right. How much can you spend? Mr. 
Wells told us that we had appropriated sufficient money to take care 
of a 15-percent increase for next year. What has been the rate of 
increase in the past? 

Mr. Garper. In the year we are now in the rate of increase is 
between 9 and 10 percent. The rate of increase has been 8 to 10 per- 
cent each year for the last few years. 

Mr. Wetts. That is correct; the last few years. 

Mr. Garser. So I would say that the amount of $95 million for the 
next fiscal year is ample in the way of funds to continue the program 
under our present rate of reimbursement. 

Mr. Jenninas. I would think so, too. If it were to continue at the 
rate we have been increasing for the past couple of years, how long 
would it take, how many years would it take, until we have maximum 
participation? 
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Mr. Garser. That is a difficult question to answer. I would sa 
that in another 3 or 4 years, we ought to get up to the point where a 
of the schools are in the program that are going to get into the program. 

Mr. JeEnnINGS. That is the point that I want to get to. 

Mr. Garser. It will be in another 3 or 4 years, I think. Then you 
would have the normal growth of the additional children that will be 
in school. 

Mr. Jenninos. All right. How much better off will we be next 
year to make up a formula with 3 or 4 years to go to get the maximum 
participation than we are in right now? How much better will we 
be able to make up a formula then? What are you going to predicate 
iton? Are you going to predicate it on a period 4 vears hence? Are 
you going to stop and say, “This is where it starts right now. We 
will provide the formulas because everyone is in who should be in 
they have had an opportunity to get in.” Or are we going to wait 
4 years and to predicate it on the basis of those 4 years? 

Mr. GarsBer. No. 

Mr. Jennineas. Mr. Wells, in his statement, asked the advice of 
Congress in helping us, that is, to help guide you in formulating a 
program. 

Mr. Garser. Up to date, it has been an open-ended program. 
There have been sufficient funds to go ahead and take care of all of 
the increases. 

A vear from next year, in 1962, if it paws be the will of the Con- 
gress, you may want to stabilize it and set an amount that we stay 
within, instead of keeping it an open- ied program. 

Mr. Jenninos. In effect, is that not what these bills set out to do, 
to give guidelines as to the way the Congress wants to travel or, at 
least, that is the intent of those who have sponsored the bills as to 
the way that they want to travel? 

Mr. Garper. | think what we have been talking about is when the 
program is put into the Appropriations Committee. They also have 
the school lunch program and I know that you, too, are interested 
in that 

Mr. Jennincs. I am going to get around to that. 

Mr. Garber. As to bringing together the school lunch program and 
the school milk program. Generally speaking, the two programs are 
administered by the State educational agency. Perhaps the Appro- 
priations Committee would ask us to bring these two programs together 
and make a study as to how we would do it. 

There are, certainly, some big problems involved. We would want 
to ask the advice of the State people in order to get most of these 
problems ironed out, if possible, before anything is done. 

Mr. Jennincs. I hope that you do not have to wait until the 
Appropriations Committee has to do that, because I want to take 
this opportunity right now to ask you to do that, if you have not 
already started—-I am asking you to give it consideration. 

I would like to ask you to contact the State agencies, through 
your administrative people who are connected with this program, the 
national school lunch program, and start formulating some plans and 
recommendations—I am asking that you do so, so if and when legisla- 
tion might be introduced, that you will not have to come up here and 
start fresh and wait until next year so you can give a recommendation. 
You say that up to 1.9 cents might be used for the administration 
of this special milk program. 








nt 


se 


he 
ke 
ot 


gh 
he 
od 
la- 
nd 
yn. 
on 





APPROPRIATIONS FOR SPECIAL MILK PROGRAM FOR CHILDREN 19 


Mr. Garser. No; that is within the school costs of distribution, 
rather than administration costs. 

Mr. Jenninas. That is what I meant. 

Mr. Garser. It is the costs within the schools, actually, some are 
allowed that much. 

Mr. JenninGs. Yes; but I believe that you said that the average 
was allowed 1.5. 

Mr. Wetus. The average is somewhere, I should think, between 
six-tenths and two-thirds of a cent. 

Mr. Jenninos. I see. Then the 1.9 is a maximum? 

Mr. Weis. That is right. I took the average point—it is closer 
to two-thirds of a cent. And we estimated $15 million would cover 
it in total. 

Mr. Jenninas. What are the States doing with respect. to the dis- 
tribution costs, so far as participating in the costs are concerned? 

Mr. Garper. From the States standpoint the States have ad- 
ministrative people who actually handle the program; we work with 
them. That is their contribution. 

Mr. JenninoGs. Are they paying all of the costs of those people? 

Mr. Garper. They are paying all of the costs of those people. 

Mr. JENNINGS. Do you have any idea how that compares with our 
distribution cost? 

Mr. Garser. It is very much smaller. 

Mr. Wetus. Actually, there is no large State administrative cost 
to this program, because schools purchase the milk and handle it 
themselves. It is rather a financial control than other types of arrange- 
ments. The State does not handle the milk purchase. 

Mr. Jenninos. I believe that you stated that you reimburse 4 
cents to the schools where they have a special school lunch program? 

Mr. We tts. Yes. 

Mr. Jennines. And 3 cents where they have no program? 

Mr. We ts. That is correct. 

Mr. JENNINGS. How does the distribution costs compare between 
those two programs, the one where you have a type A class lunch 
and the other where you have the special school milk pregram? 

Mr. Wetuis. Where you have the type A lunch, you have facilities 
for serving a complete, nutritionally balanced, hot lunch which must, 
except under certain unusual conditions, include one-half pint of milk. 
This means they have all of the facilities there already. 

I should think that the cost of administration would be much lower. 

Mr. GARBER. It is. 

Mr. We us. And in the nonlunch program schools, many of them 
in the milk program had to get the equipment to serve it and to make 
it available. Some of them may already have had the equipment. 

Mr. JENNINGS. I am interested in the two programs. I hope defi- 
nitely that you will come up with some recommendations as to the rela- 
tionship between the school lunch program and the special milk pro- 
gram with the administrative details both in favor of combining the 
two programs or keeping them separated or separating them more, 
and give us your views and recommendations as to the possibility of 
combining the two programs. 

Mr. We ts. We, certainly, have that in mind. 

Mr. JENNINGS. Frankly, I have received some criticism on the part 
of school administrators about the detailed information and separa- 
tion they have to keep in the school milk and school lunch programs. 
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Mr. We tts. There are a number of problems we would have faced 
up to 2 or 3 years ago, but because it was a temporary program —be- 
cause it was essentially a price-support program under Commodity 
Credit Corporation funds—we have continued it. But even as far 
as the Commodity Credit Corporation funds are concerned, you will 
have to look at the differences between this and the school lunch 
program. 

In the school lunch program, none of the funds may be used to buy 
equipment, you understand. 

In this program we will pay practically all of the distribution costs 
and have for the last 5 years. 

In the school lunch program a regular type A hot lunch is served, 
which must be nutritionally balanced. And our average reimburse- 
ment rate for that is, probably, in the neighborhood of 4.3 to 4.4 
cents—for a complete school lunch which must include one-half pint 
of milk. A school that only serves one-half pint of milk can receive 
3 cents under this milk program. This raises questions. 

Under the school lunch program, State sources must make a definite 
contribution. 

Under this program, the States, themselves, contribute overhead in 
the way of administration. 

These are the types of questions we see all of the time. 

Mr. Jenninas. Is the State making any contribution under the 
present school milk program? 

Mr. Garser. Outside of possibly the labor, to my knowledge, there 
is no money put into the program from the States standpoint. How- 
ever, school systems could be making contributions to the program. 
There are some civic clubs that like to take on the milk program and 
help provide supplies to the children, and in very depressed areas, 
there are some local contributions to the milk program, too. 

Mr. JENNINGS. You understand pretty well now what I am think- 
ing about in the way of future recommendations. Are there any 
questions that you feel you need to ask the committee as to what our 
thinking may be in order that you may bring forth these recom- 
mendations for the Congress? 

Mr. We ts. I think that we have the questions you raised which 
are, probably, questions which we raised in our own testimony and 
which have been raised with us by the State school people. 

I do think that the State school lunch people now are feeling much 
more favorably inclined toward the special milk program than 
they did some 2 or 3 years ago. 

Mr. Garper. Very much more. 

Several years ago, Congressman Jennings, we called in the State 
school lunch directors from each of our five areas of the United States 
for the purpose of helping us work over our regulations regarding the 
school lunch as well as the school milk programs —attempting to elim- 
inate as much as we possibly could of recordkeeping. Of course, 
there has to be a certain amount of recordkeeping in order for us to 
pay out the money. We do have that much. But we have elimi- 
nated as much as we could. 

Mr. Drxon. Will the gentleman yield for a question? 

Mr. JeEnniNGs. Yes; I am through. 

Mr. Drxon. Right on that point about the rapid increase of the 
special milk program, I note that in the State of Utah in 1958 you 
had $188,000 —that is in terms of dollars, is it not? 
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Mr. GARBER. Yes, sir; dollars. 

Mr. Drxon. And last year it was $242,000? 

Mr. Wettus. The Salt Lake City school system came in. 

Mr. Dixon. That is on account of the Salt Lake City schools com- 
ing in? 

Mr. We tts. Yes. 

Mr. Garser. They had not been in the program up until last year. 

Mr. Wetts. This is why I say that if you just take the historical 
base, which some people think is the obvious thing to do, it may work 
out all right the first year, but pretty soon you will find otherwise. 
And on the other hand, if you take only the schoolchildren totals 
you penalize the States that have been -pushing hard. These are 
sone of the problems we have to work with. 

Mr. Drxon. I think that it was this program for which our com- 
mittee, and I believe the House, recommended $85 million from the 
Commodity Credit Corporation, plus $15 million from appropriated 
funds. The other body knocked the $15 million out, I understand. 

Would you have much complaint from the field on account of the 
money coming from two sources? 

Mr. Weis. Mr. Dixon, I suppose that we would have that. 
Actually, this was resolved by authorizing only the Commodity 
Credit Corporation funds for the program. I myself much prefer 
not to administer a program which is financed from two funds at the 
same time, because it does cause some additional difficulties. 

Mr. Dixon. You say that if it all goes to the Appropriations 
Committee, that the Appropriations Committee might ask you to 
consolidate? 

Mr. We ts. | think Mr. Jennings has practically statea unuv we 
consider consolidating the two. These are questions we will have to 
discuss with our own Secretary’s Office and the Bureau of the Budget. 

Mr. Drxon. Is there any reason why you will not do that or cannot 
do that? 

Mr. Weuts. I think that they will either be consolidated, or 
arrangements worked out hereby you will understand the relationship 
between them very clearly. : 

Mr. Dixon. Do you feel that if the money comes from appropriated 
funds that you will be as sure of your move as you would if it came 
from the Commodity Credit Corporation? 

Mr. Weiis. Mr. Dixon, the Commodity Credit Corporation, of 
course, has a total credit authorization of $14,500 million. Our price 
support programs, generally, have been conducted on the ground 
that we stand ready to take all that comes to us. This is the way that 
the special milk program has been conducted. We stand ready to 
pay every school that has the proper agreement and accounting 
records and serves milk. 

When vou move to an appropriated basis we think that considera- 
tion is going to have to be given to stabilizing this program. We 
know it is very difficult to get supplemental appropriations, as a rule. 

| know that when I get appropriated funds I am expected to live 
within them for the year, And | would be given a pretty good ques- 
tioning in the Secretary’s Office and in the Bureau of the Budget and 
in the Appropriations Committees as to why I could not stay within 
the appropriated funds. 
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This is one reason why we rather think that if we get an annual 
appropriation we ought, at the beginning of the year, have a method of 
distributing the funds between the States and to say, “This is how 
much money you have which you will spend within certain limits.” 
And one of those limits would be maximum rates which may be 
paid. 

All of the school systems are not paying the maximum rates at the 
present time. We authorize up to 4 cents for additional milk in the 
regular school lunch program and 3 cents in the other program. 
There are some areas where they we simplified this program that 
are only paying 3 cents in both kinds of schools. 

Mr. Garber. That is right. 

Mr. Wetts. When it goes to an appropriated basis we will have to 
handle it somewhat differently than we have handled it with Com- 
modity Credit Corporation funds. 

Mr. Dixon. Getting back to my question as to the sureness of 
obtaining funds, do you still think that you can get what you need 
from regular appropriations as easily as you can “through this com- 
mittee? 

Mr. We ts. If the program has real merit I think that you will 
find that the Appropriations Committee will be quite reasonable. 
I do not say that we cannot get supplementals. I[ say that when 
you ask them for them, you have to explain why and what particular 

- peculiar emergency condition has arisen whereby you cannot live 
ssiiliin your regular appropriation. 

We, however, have been doing this with the Congress on the special 
milk program because we have been up here in the spring for several 
years asking for additional authorizations under the Commodity Credit 
Corporation. 

Mr. Drxon. That is correct, you have been up here. 

Mr. Weuts. I should think that if the C ongress feels this is the 
kind of program that they want to authorize, and the House and the 
Senate passes it, that the Department of Agriculture will operate 
as they usually do in the appropriation process. There may be people 
who do not like to come here and explain, but I think that it is a rather 
refreshing experience—explaining in detail, as you come up for your 
next appropriation, what you have done. 

Mr. Dixon. Thank you. 

Mr. Quiz. Mr. Wells, when do you prepare your budget for fiscal 
year 1962? 

Mr. We tts. The last decisions on the budget are made some few 
days prior to going to the Government Printing Office, to be printed 
for presentation to the Congress. But most of the work is done during 
the fall. 

Mr. Quiz. So about the time that we convene next January the 
budget will be established for fiscal year 1962? 

Mr. Wetts. Yes. 

Mr. Quire. Can you budget for a special school milk program from 
direct appropriations if there is no authorization to do so by Congress? 

Mr. Wetts. Not directly, Mr. Quie. We are asked each year 
what legislation is in process, that we have reason to believe will 
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be enacted. I think I am correct in saying that the Bureau of the 
Budget usually carries contingency items, recognizing in their calcu- 
lations that there are certain items which will be added during the 
year by the Congress. I think that the Department would, certainly, 
have to submit to the Bureau of the Budget that the special milk 
program will be before the Congress—will require financing during the 
coming fiscal year. 

We are asked in each one of our budget presentations for this kind of 
contingency statement. 

Mr. Jounson. | understand that it is Department policy to do 
what you suggest. 

Mr. We tts. What did you say? 

Mr. Jounson. Are you going to ask the Bureau of the Budget for a 
certain amount for the school milk program? 

Mr. We ts. I cannot say that we will ask for a specific amount. 
We will have to inform the Bureau of the Budget that we have every 
reason to believe that the special milk legislation will be before the 
forthcoming Congress. We will have to point out that here are bills 
introduced ‘by about 12 of you gentlemen and that if this legislation is 
enacted that it will require about this much money. We will have to 
forecast it as a probable requirement. This is different from asking 
for the money. 

We are asked to forecast each year what we may require. 

Mr. Jounson. Are there any further questions? 

If not, we thank you very much. There is just one more question 
that I have. It is my understanding, whether the committee asks 
you to do so or not, that you will make a recommendation to Congress 
next January? 

Mr. Weuts. Right. It is my understanding, Mr. Chairman, that 
we are going to study the problems we have outlined here— 

Mr. Jonnson. You will make a study? 

Mr. We tts. So that we will be in a position to present it to Con- 
gress next January. I am not in a position to tell you that we will 
make a recommendation. 

Mr. Jounson. You intend to make the study and it will not be 
necessary for us to ask you to do so? 

Mr. Weius. We will study the questions I have raised in my testi- 
mony and those you have raised in your questions so that we will be 
in a position to discuss them with you next January. I am not in a 
position to say that we will make a definite recommendation. 

Mr. Jounson. What I am trying to get at is this, will it be necessary 
for this committee to ask vou to make such a study, or are you going 
to make it? 

Mr. We ts. I say that we will study these questions that we have 
raised ourselves— 

Mr. Jounson. All right. 

Mr. Wetts. I think that we must do so. 

Mr. Jounson. Thank you very much. 

Mr. Weuts. Thank you. 

Mr. Jounson. Our colleague, Mr. Wolf, of Iowa, is here, and we 
will hear from him now. We are very glad to have you here before us. 
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STATEMENT OF HON. LEONARD G. WOLF, A REPRESENTATIVE 
IN CONGRESS FROM THE SECOND CONGRESSIONAL DISTRICT 
OF THE STATE OF IOWA 


Mr. Wo tr. Mr. Chairman and members of the committee, it gives 
me a great deal of pleasure to speak in behalf of my bill, H.R. 12393, 
and other similar bills, to continue for 2 more years the specia! school 
milk program which was originally established as part of the dairy 
price support program in the Agricultural Act of 1954, and was 
authorized to run for a 2-year period, through June 1956. The sue- 
cess of this program to increase fluid milk consumption by school- 
children was apparent from the first—both as a means of contributing 
to better health habits and as a means of expanding present and future 
farm markets. It was then extended through 1958 and, subsequently, 
an authorization was passed making $75 million of Commodity Credit 
Corporation funds available for each of the fiscal years 1959 through 
1961. 

I feel that now is the time to extend this program, which is an 
investment in the health of the Nation’s children, for 2 more years. 
No other Government program offers so much to our youngsters. In 
this country of overabundance, there is no excuse for malnutrition 
among our children—yet it exists—and it is these children who derive 
the greatest help from the special school milk program. These are the 
children who would suffer if the program is not continued, and they 
are the ones who do not have the pennies to provide them with the 
basic nutrition supplied by milk which they so urgently need. With 
an expanding population, we must plan ahead to meet the extra 
demands. 

If we expect to have a arya and energetic generation of Americans 
tomorrow—adults who can realize their maximum potential in a 
prosperous America—we ait aes sure that we do not have poorly 
or inadequately fed children today. 

The fact is that even with the high degree of success of this program, 
we have still not made this school milk available to as many as one- 
fourth to one-half of our enrolled schoolchildren. 

Nutritionists agree that milk is nature’s most nearly perfect food. 
I drink habitually a couple of quarts of milk a day myself. The direct 
relationship between the price children pay for milk and the amount 
they drink has been proven by studies by the Department of Agricul- 
ture, as reported to the press on January 5, 1960, by the USDA news 
story entitled “Special Milk Program Gentiones To Increase Child- 
ren’s Milk Consumption,” and I quote: 

Schools, nursery schools, settlement houses, summer camps, and other child-care 
institutions have found that children want to drink more milk. The more oppor- 
tunities found to serve milk at additional times during the day, the more milk the 
youngsters will drink. The opportunity to make milk avsilable to them at a 
special price—lower than they would ordinarily pay—through the operation of 
the special milk program has resulted in substantial extra sales and increased con- 
sumption by children. 

Mr. Chairman, real ingenuity has been applied to the development 
of this program. Milk is sold in the hallways, in the laboratories, in 
the gymnasiums, before school and after school, and at the morning 
and afternoon recesses. School administrators have extended them- 
selves to make the milk palatable and immediately available at an 
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The special school milk program is one of the most worthwhile of 
the many farm support programs, particularly because it enhances 
the health of children who otherwise would not get enough milk to 
drink and because it does not affect the price consumers pay for milk. 
The fact that this is one of the least expensive of our agriculture sub- 
sidy programs also helps make it a ‘“‘best buy” in my opinion. It is 
in effect a school health program more than it is an agricultural 
program. In many cases, it is the only milk which children get during 
the day. It is impossible to measure the great contribution which the 
school milk program has made to our families and schools from the 
standpoint of nutrition and dental health. 

[ believe that everybody will be benefited by increased participation 
in this program— it is good for children, it is good for farmers today 
milk drinkers are developed as adult customers for the dairy farmers 
of the future, and the city people share equally in the benefits of this 
program. 

The foregoing statements amply demonstrate the reasons why this 
program should not only be continued but should be increased from 
$95 million in fiscal 1961 to $105 million for fiscal 1962 and $115 million 
for fiscal 1963. 

In response to the argument that this program is properly charge- 
able to the States, I can only say that it is common knowledge that 
many of the States are not able to support this program. Therefore, 
I hope the Congress will see fit to extend this program for 2 more 
years before the end of this session. 

Mr. Jonnson. We thank you very much, Mr. Wolf. 

Mr. Wor. Thank you. 

Mr. Jounson. Our next witness is Mr. Patrick B. Healy, assistant 
secretary of the National Milk Producers Federation, accompanied 
by Mr. N. J. Post. We will be glad to hear you now. 


STATEMENT OF PATRICK B. HEALY, ASSISTANT SECRETARY, 
NATIONAL MILK PRODUCERS FEDERATION; ACCOMPANIED 
BY MR. N. J. POST 


Mr. Hraty. My name is Patrick B. Healy and I am the assistant 
secretary of the National Milk Producers Federation with offices at 
1731 Eye Street NW., Washington. 

I have with me Mr. Post. With your permission, I would like 
to file my statement for the record and to comment on some of the per- 
tinent parts contained therein. 

Mr. Jounson. You may do so. 

(The prepared statement of Patrick B. Healy, assistant secretary, 
National Milk Producers, Federation follows:) 


STATEMENT OF Patrick B. HEALY, AssISTANT SECRETARY NATIONAL MILK 
PRODUCERS FEDERATION 


Mr. Chairman, members of the committee, my name is Patrick B. Healy. 
I am the assistant secretary of the National Milk Producers Federation with 
offices at 1731 Eye Street NW., Washington, D.C. Dairy cooperatives with 
farmer membership in 48 States make up the federation. 

We appreciate having this opportunity to present our views on H.R. 12030. 
This bill provides that funds for the operation of the special milk prozram for 
fiseal years 1962 and 1963 would be authorized to be appropriated. The maxi- 
mum amounts in the authorization are $105 million and $115 million for fiscal] 
years 1962 and 1963, respectively. 











26 APPROPRIATIONS FOR SPECIAL MILK PROGRAM FOR CHILDREN 


We respectfully point out to the committee that proposals to authorize appro- 
priations for this purpose do not give assurance that such course of action will 
develop. 

The following table which shows the phenomenal growth of this program since 
its beginning in 1954, furnishes impressive evidence that the method of financing 
used since 1954 has been very effective. 


| Number of | Number of | Number of | Number of 
Fiscal year | outlets | half-pints || Fiscal year outlets half-pints 
milk served || milik served 








TEER SPOR ARES 41, 004 449, 810,000 || 1058... ............... 76, 478 | 1, 918, 170, 000 
I ei cote bts aseee 62, 266 | 1, 394, 224, 000 Us Sere he oa cael 81, 587 | 2, 176, 158, 000 
SES Se 71, 239 | 1, 752, 680,000 |) 1960 (estimated) _-____- 82, 000 | 2, 400, 000, 000 





We share the committee’s concern about farm program costs being charged to 
farmers, and being used by opponents of farm programs as a basis for criticisms of 
these programs. 

We respectfully suggest, however, that a change in the accounting method for 
this program will be no more effective in removing this criticism than the provision 
in the current legislative authorization for the program which provides that its 
cost shall not be charged to the price-support program. 

We also suggest that the answer to the unfair and unfounded criticism could be 
handled effectively through administrative methods rather than legislative 
methods. In other words, if the executive branch of the Government pointed out 
emphatically to consumers the benefits they derive from programs such as the 
special milk program, it is probable that the criticism of these programs would 
subside, or even disappear 

We have testified on numerous occasions before the House Committee on 
Agriculture to the effect that the special milk program, which was initiated by that 
committee, has been one of the most effective tools in the management of that 
small percentage of milk production that is in excess of commercial demand and 
which is the basis of our troubles. 

We continue to believe that so long as the program can demonstrate its effective- 
ness, it should continue under the jurisdiction of this committee. 

Mr. Heaty. Mr. Chairman and members of the committee, first 
of all, we would like to express our appreciation for ape been 
given ‘the opportunity to present our views on the special milk pro- 
gram for children before this committee and to indicate certain of 
the things that we feel should be considered by the committee before 
it takes the course indicated in the bills before the committee today. 

In general, we agree that the schools should have the opportunity 
to look down the road 2 or 3 years so that they can tell where they 
are going. 

It takes some administrative doing and some planning within the 
school systems to get these programs into operation and to keep them 
in operation. Therefore, a 2-year appropriation is not bad. 

Secondly, from what we can tell of the rate of growth of the pro- 
gram, based upon how it has grown in the past, the amounts in 
these bills appears to be about w hat would be needed. 

However, at that point we leave the intent of the bills. 

We do not believe that this program should be turned over to the 
Appropriations Committee, so that this committee would lose its 
jurisdiction over it. 

We, too, are aware of the intense criticism which has been leveled 
at the cost of the farm program. 

First of all, we consider that it is completely unjustified. The 
money which has been spent to stabilize farm prices has, perhaps, 
prevented greater disaster on the American farms than we are now 


confronted with. 


— a ——— 


waa 


~~ w_ 


di 
th 
wi 


pe 


T! 


pa 
th 


ers 
t1o 
Sel 
wh 
for 

’ 


bu 





\- 


ll 


0 
00 
00 


LO 
of 


n 
ts 


ye 
ye 
At 
he 


ld 
on 


at 
nd 





APPROPRIATIONS FOR SPECIAL MILK PROGRAM FORCHILDREN 27 


However, when costs of farm programs are discussed in the press 
the cost of the entire Department of Agriculture’s expenditures are 
discussed. And whether this money is spent from one section of funds 
available to the Department or another section of funds available to 
the Department makes little difference, whether it is in the Depart- 
ment’s budget or whether it is in the ( Yommodity Credit Corporation’s 
authorization. It makes very little difference. 

It is money which is spent. It would appear that if the people 
who administered these funds—the people in the Department of 
Agriculture really want to set aside the cost of farm programs they 
could do it much better administratively than it could be done legis- 
latively. 

Mr. Jounson. | agree with you on that. They could do that very 
well in presenting their reports. 

Mr. Heaty. That is exactly right. 

We also recognize that many of these programs have dual pur- 
poses. Perhaps one of the best examples of that dual purpose pro- 
gram type is the special milk program for children. It does two 
things: It provides this esse ntial food to people who need it most, 
our children; and, therefore, it is in part a welfare program and is, 
of the greatest benefit to the people who drink the milk. 

Secondly, however, it is'a very necessary and important adjunct to 
our price-support programs. 

As you know, | come here to speak for the dairy farmers. We, 
as dairy farmers, look upon this special milk program, the school lunch 
program, the veterans’ program, and others, as adjuncts to our price- 
support program. Therefore, we feel that you people who are most 
knowledgeable in the affairs of price supports should continue to 
maintain your jurisdiction over this program. 

As you will remember, yesterday, we discussed price supports and 
we remarked on the fact that in 1959 the market price was 16 cents 
over the support level, the average market price for factory milk. 
The only reason that that market price was 16 cents over the support 
level was that much of the surplus which is produced in this country 
did not hit the market as surplus and did not hang over that market 
in warehouses to depress the market. It was drained off in part 
through the special milk program. 

So that there was a great difference between the true surplus which 

was produced and the apparent surplus which depressed markets. 

Market prices are very important in consideration of price sup- 
ports-——they are very important in the consideration of this program. 
That is No. 1 

No. 2, the Agriculture Committee has developed programs in the 
past and has authorized funds for their use, and then has turned 
those authorizations or the responsibility for those funds over to the 
Appropriations Committee. 

I think one good example of that procedure is the school lunch pro- 
gram. In 1947, when that program first entered into the Appropria- 
tions Committee there was a reimbursement rate of 9 cents per lunch 
served. There were about 6 million of the various types of luncheons 
which were served. That has been in the Appropriations Cominittee 
for 13 years now, I believe. 

There are 12 million luncheons served now. And the rate of reim- 
bursement per lunch, because of the lack of sufficient appropriations, 


56860— 60 3 





28 APPROPRIATIONS FOR SPECIAL MILK PROGRAM FOR CHILDREN 


has dropped to 4 cents. The result being that only 67,000 institutions 
are in this school lunch program. 

There are 544 years of operation of the school milk program and 
82,000 institutions which participate. 

I think the question before us is, is this a good program? If it is, 
we should do what is necessary to keep it in operation, to keep expand- 
ing it until all of the children who are eligible and who desire to 
participate are in it. If we turn it over to the Appropriations Com- 
mittee we are likely to see the same thing happen as happened to the 
school lunch program. We can determine that by going from what 
we know as against what we do not know, and we have watched 
them operate on the school lunch program, and it has been allowed 
to deteriorate. That is point 2. 

We were a little disturbed here this morning to listen to the Depart- 
ment of Agriculture testify, because they indicated that they wanted 
to look to participation by the States in this program. I do not 
know exactly what was meant by this word “participation,” but we 
do have programs which require matching funds. Certainly, I do 
not believe that this program should go to the point that it is not 
available to the children unless the States want to match funds on 
some ratio. 

I do not know whether that is what is in their minds or not, but 
we should guard against it. 

Secondly, they talk of joining these two programs, the school lunch 
program and the school milk program. We think that these are two 
fine programs. They have two separate jobs to do in the schools, 

Rigbt now, out of the 82,000 institutions which participate in the 
school milk program and the 67,000 schools which participate in the 
school lunch program we believe only about 50,000 participate in 
both. 

For instance, does this mean that we are immediately going to cut 
this program down to 50,000 schools? None of the camps or child 
care centers have school lunches. Would we cut off their milk supply, 
too? 

There are many questions which must be answered. 

We know, also, that the Department must ask for an appropriation 
for this item to get it. It is doubtful, at least, that they would ever 
get more than they asked for. 

And if their course were to join the programs, and if their course 
were to cut the cost, if their course were to ask the State to produce 
matching funds, it might cut the cost. They might not ask for enough 
money to run the program. 

We think it is an excellent program. We think it is one that should 
be fostered until it reaches maturity. Certainly, it is not there now 
with 10 percent growth per year and only 65 percent of the eligible 
institutions ssaieicigsa tie, It needs more time, and it needs more 
time of sympathetic people. 

So far, we suggest that the program remain here with the Com- 


mittee on Agriculture. If there is money to be saved in the program, 
certainly, one approach which could be made and, again, adminis- 
tratively is in this administrative cost. Truly that is moving in the 


right direction from 1.9 cents to down to 1.5 cents as a maximum. 
But out of the 4 cent maximum reimbursement rate 35 percent of it 
is allowed in administrative costs. 
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If they want to save money maybe that is a good way to do it. 

That concludes what I have to offer. 

Mr. Jounson. Do you have any questions? 

Mr. Dixon. No. 

Mr. ee Mr. Quie? 

Mr. QUIE. 

Mr. he “Mr. Coad? 

Mr. Coan. No. 

Mr. Jounson. Mr. Levering? 

Mr. Levertna. No. 

Mr. Jounson, We thank you, Mr. Healy, for your appearance and 
your statement. It would seem to me from listening to the statement 
from the Department that they said by their own testimony it will 
take another 4 years before the school milk program reaches a point 
where it will level off. It, certainly, has not leveled off if we look 
at the chart base giving the i increases in the States. 

Even in the State of Wisconsin and the State of Minnesota that 
were in the program to start with, in 1956, there were 2,084 who 
participated and it has gone to 3,025, nearly 100 percent increase in 
4 vears. 

‘Mr. Heaty. That is correct. Of course, there are many holes in 
the program, Mr. Chairman, that is, areas that do not participate 
at all. 

As Dr. Dixon has pointed out, before the Salt Lake City schools 
came into the program, it was much less, and they have just come 
into the program within the last year. There are many areas of that 
sort. 

We believe that the opportunity for all school systems should be 
so that they can come in. And we think that the best way is for you 
gentlemen on this committee who developed these programs, to rear 
them. And when the program is mature and has stabilized, then, 
perhaps, we can consider another way of financing it. 

There is only one other thing. Someone asked heretofore about the 
fluid milk consumption increases by the personnel in the armed 
services, the veterans’ hospitals, the Coast Guard, the Merchant 
Marine academies, and we do have the table here on that and if the 
committee would like to have that, we will submit it for the record. 

Mr. Jounson. Does it show the amounts? 

Mr. Heary. It shows the pounds per quarter and by year and the 
dollars for the same periods. 

Mr. Jonnson. And that is all being charged to the Department of 
Agriculture? 

Mr. Heary. That is correct. Of course, these things could be set 
aside administratively and reported separately and it would get us 
away from all of this being charged to the Department. 

Mr. Jonnson. It would seem that with the large appropriation 
that the Armed Forces receive that Agriculture should not have to 
take care of the Army. 

Mr. Hratry. It would appear so, except that this is another one of 
those programs which comes into this same dual purpose category. 
We, certainly, like the program. 

Mr. Jounson. I think that the truth of the matter is that the Armed 
Forces are not using what they should have to start with. I never 
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have had any complaint about the young men getting more milk than 
they should in the Army. I have received many letters about their 
not getting any milk. 

That table may be made a part of the record at this point. 

(The tabulation follows:) 

The following table shows the fluid milk consumption increases by personnel 
in the Armed Forces, veterans’ hospitals, Coast Guard, and Merchant Marine 


Academy by quarters, for 1955 through 1959 and the last 2 months of 1954 when 
the special program began: 
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Year and quarter Pounds Dollars 
1954 
January-March -.----- SE ee See ee . Se ee sniint cupped 
ee nee pac GRenbemnnnenenweeense lpeadnep eagle ina 
July-September - --.-.-- inch thisthiuss>nebeet scpedbdedodsaadaddercest . . | icsccnoneene 
sn nan einaDeunetaaueeaass gp ecole i 17, 380, 701 712, 608 
ee lg a ee | 17,380, 701 712, 608 
1955 | , 
I a de eee n ee ee wie | 39,724,621 1, 628, 710 
NE Does OR ds bk oni oeioin went ad fdcattbabadaoasseehaeacusncn’ | 47, 934, 230 1, 965, 071 
I mek hi nc tn chseindidcsineetn eb CR 1, 971, 908 
I te ea a Se ceensaenemennens | 46, 709, 106 1, 915, 072 
a ssi ickcaiesle actin asec oh asa aided id in sesacttaa ancoiisisivelics eaaiabiana 182, 463, 301 | 7, 480, 761 
1956 } ee 
ee oe cmpconadneet Seni cubeeeie 58, 942, 027 2, 416, 623 
April-June : ears Condiiitsatads . scnccosnecsl Gh ten eee | 2, 693, 796 
July-September os “<< etianiele netbnnanaiie ; eankciedpenciiaiels 97, 705, 191 4, 005, 913 
ee 3 oUt a) en endueboabon Vino deessedinnt Ota obans | 121, 799, 681 | 4, 993, 789 
ee ee ae bieneaarben iain anresenamgubee 344, 149, 244 14, 110, 121 
1957 , aa 
I de REE RN —OsnAiean 136, 144, 432 | 5, 581, 919 
I Bled ciietmctiais ie cineciindppeiaiininaeeapell barbed asinine Detaetebebedatens 159, 570, 834 | 6, 542, 406 
OS Ee eo ee an eaibe hudeiiiion 162, 914, 563 | 6, 679, 497 
October-December --.........-- Sere Ler pie ccecsbbboed 142, 660, 143 | 5, 849, 066 
Mee Brewer Serb) ae le i) ul oka 601, 289,972 | 24, 652, 888 
1958 | | i 
January-Mearenh .............<..... ti ee Dada dha eats 335 | 5, 656, 660 
UD ks enh cinta mabetnien ite thi 703 5, 860, 954 
July-September ree Nd ; ag ‘ E , 550, 199 5, 885, 558 
October-December--..-..........--..---. anceclbatinaavlatiieiiaatindh ‘i $1, 172,775 | 5, 788, 083 
Rd a De gewdbbbosngdendubeplmiase coon 565, 616, 012 23, 191, 255 
1959 | te 
DO CINE, 5 ac ctccckocsenbée ‘ es Saini ees ‘ 140, 901, 126 5, 776, 946 
April-June : 0 SE Sree Soi ‘ 137, 332, 333 5, 630, 627 
July-September a és i : =f 144, 261, 183 | 5, 914, 709 
October-December - - i hoe 2 ; 142, 556, 075 | 1 5, 844, 798 
Risee tec eeekocubbuusnst beneeen i viciieiielewsabenasitd ..---| | 565, 050, 717 | 23, 167, 080 
November 1954 to December 1959____.....-_-- Ei nabbed eee Bh SY, 93, 314, 713 





1 Preliminary. 


Mr. Jounson. We thank you. 

Mr. Hearty. Thank you. 

Mr. Jounson. The next witness is Mr. Paul Affeldt, president of 
the Pure Milk Products Cooperative, Fond du Lac, Wis. 

We will be glad to hear you now. Is Mr. Eckles with you? 

Mr. Arrevpt. He had to leave for our fair State of Wisconsin. 

Mr. Jonnson. I am sorry. You may proceed. 
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STATEMENT OF PAUL AFFELDT, PRESIDENT, PURE MILK 
PRODUCTS COOPERATIVE, FOND DU LAC, WIS. 


Mr. Arretpt. Mr. Chairman and members of the committee: I 
have a prepared statement which has been passed out which I would 
like to read. I certainly wish to thank the members of the subcom- 
mittee for giving us the opportunity to appear here today. 

I am a dairy “farmer with my residence in Wisconsin. Our home 

office is in Fond du Lac, Wis. 

Pure Milk Products Cooperative is a bargaining and service associa- 
tion representing about 15,000 dairy farmers located throughout the 
State of Wisconsin and in part of Illinois and Michigan. About a 
third of our members are supplying grade A milk to numerous fluid 
markets. The remainder are engaged in the production of milk for 
various manufactured dairy products. 

Pure Milk Products Cooperative strongly supports the adoption of 
H.R. 12030, introduced by Congressman Lester Johnson, to appro- 
priate such sums as may be necessary for operation of the special milk 
program, not to excee ed $105 million and $115 million for the fiscal 
years ending June 30, 1962, and 1963, respectively. We have always 
favored the various programs designed to improve the nutrition of 
the Nation’s schoolchildren by fostering increased consumption of fluid 
milk in schools. 

Milk is a vitally important part of the American diet, and especially 
important for children of school age. Public health and Armed Forces 
people have harped on the problem of undernourishment and the need 
for increased milk consumption among schoolchildren to the point 
where it has become almost traditional. The programs to furnish 
fluid milk to school children have gone far to correct this problem, 
but consumption trends under the special milk program indicate that 
the complete needs are not yet being met. 

A report published by the U.S. Department of Agriculture in the 
February 1960 issue of the Dairy Situation shows the rapid growth 
experienced in the special milk program. In 1954, the progeaa used 
only 49 million pounds of milk, but the report shows that 1,210 million 
pounds were used in 1959. Each year since 1954 the program has 
expanded by at least 100 million pounds of milk over the preceding 
year. Each year since 1954 children have consumed 100 million 
pounds of milk more th: an the previous year in school because of the 
special milk program. Each year has shown an increased need for 
more milk in schools, and each year has seen the diet of American 
schoolchildren improved by the special milk program. 

Since World War II, we have experienced a population explosion 
in our Nation. Indications point to a population i increase of about 
25 million people in the past 10 years. Cities have spread far beyond 
their previous boundaries and nearly every urban center is experi- 
encing difficulty in building schools fast enough to keep up with the 
increasing number of children. 

The rapid i increase in the number of schoolchildren means that more 
milk will be needed each year to meet their needs. Each year more 
schools are built which will need the program if the health of our 
children is to be maintained or improved. 

We hope that the special milk program will not be found in a posi- 
tion of refusing milk to new schools because of the lack of funds. 
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We hope that Congress will see fit to provide available funds to meet 
the needs of the additional number of schoolchildren who enroll in our 
schools each year. 

Every additional pound of milk that is consumed as a result of the 
special milk program is also one more pound that will not be pur- 
chased as a manufactured dairy product under the dairy price support 
program with the accompanying storage and disposal costs. It is 
one more pound that will be used for the benefit of our own children 
and will not have to be given away to other countries. Let’s use our 
abundant supply of dairy products to improve the health of our own 
people rather than to dump our surplus in foreign countries. 

In order that future needs of the special milk program may be met, 
we urge Congress to enact H.R. 12030. We believe such action is 
necessary to insure strong and healthy children and to protect the 
health of our Nation. 

Mr. Jounson. We thank you. 

Mr. Arretpt. Thank you again. 

Mr. Jounson. Are there any questions? Does anyone else want 
to be heard this morning? 

I am going to ask unanimous consent of the committee for permis- 
sion for the various Congressmen, whose bills are before the committee, 
to file statements, who have not appeared, if they so desire. There 
being no objection, that is so ordered. 

(The statements to be furnished follow:) 


STATEMENT OF Hon. RoBertT W. KASTENMEIER, A REPRESENTATIVE IN CONGRESS 
FROM THE STATE OF WISCONSIN 


Gentlemen, I am happy for this opportunity to express my views on my bill, 
H.R. 12033, which is identical to that introduced by Congressman Lester John- 
son, H.R. 12030, to authorize the extension of the special children’s milk program 
through June 30, 1963. 

As you know, the present children’s milk program expires on June 30, 1961. 
Furthermore, it is funded through the Commodity Credit Corporation. 

As I have said in the past, it is vitally important that the children of our country 
be provided with a sufficient amount of Wholesome milk to strengthen their bodies 
as they grow to maturity and take their rightful places as citizens in our demo- 
cratic society. The children’s milk bill has demonstrated that it can help to 
achieve this end. This committee, this Congress, the President, and, much to 
our surprise, even the Agriculture Department have accepted this fact. This 
Congress has passed and the President has approved bills to extend the program 
through June of next year and to increase appropriations to meet the higher rate 
of participation among the Nation’s schools. 

The program has progressed dramatically since it was first adopted in 1955. 
Initial appropriations of $75 million a year have been outrun as more and more 
schoolchildren participate in the program. The present level of appropriations 
of $95 million for 1961 were recently authorized on a stopgap basis to provide 
funds for children in more than 83,000 organizations presently participating in 
the program. The authorization contained in the bills here considered of $105 
million for fiscal year 1962 and $115 million for fiscal 1963 reflects the further 
increases in participation expected. 

The proved value of the program and its gains in participation are ample evi- 
dence that the school milk program should be a permanent part of the American 
scene. Now that this school milk has established itself in the general market for 
milk the program should also be characterized properly. We believe that the 
appropriations should not be charged to the cost of the Nation’s agricultural 
subsidies by being allocated through the Commodity Credit Corporation, as it 
has been in the past. This program does not subsidize farmers; it benefits all 
schoolchildren and should be recognized as primarily a consumer measure. 
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It is important that this program, which has proved to be a most successful 
program for assuring the Nation’s schoolchildren a nutritious diet and for stimu- 
lating the market for dairy products, be extended at this time. I urge your 
adoption of this proposal this session. 

Thank you. 


STATEMENT OF WaLteR F. MonpDALE, ATTORNEY GENERAL FOR THE STATE OF 
MINNESOTA 


Mindful that H.R. 12030, introduced by Congressman Lester R. Johnson of 
Wisconsin on May 3, 1960, may call for a review of the school milk program. I 
respectfully urge upon you the continued concern of the parents, children, and 
milk producers of the State of Minnesota for the program. 

In fiscal 1959 Minnesota received $1,726,723 of the $78 million appropriated 
by the Federal Government for the school milk program. Last year over 2,600 
Minnesota schools participated and some 7 million half pints of milk were dis- 
tributed every month to Minnesota schoolchildren. 

It appears from previous committee hearings that the school milk program 
was adopted with a dual purpose: (1) to provide milk for children who otherwise 
may not be able to afford adequate amounts, and (2) to provide a market for 
excess milk production rather than converting it to butter, cheese, and dry milk 
for storage under the farm price support program. 

Thus far the school milk program has admirably suited this dual purpose. 
Studies reveal that children drink more milk with the program than without it. 
Moreover, everyone seems to agree that it is better to provide milk for children 
at reduced cost than to store it in the form of its byproducts, for this reduces the 
cost of the farm price support program. This is clear when we realize that the 
more that is in storage, the lower the price goes, and higher must go the cost of 
the price support program. Providing milk for schoolchildren at reduced cost 
is a more constructive and economical way of treating the problem of excess milk 
production. 

I think it is time the school milk program stands on its own merits, as does the 
school lunch program, rather than be charged to the expenses of the Commodity 
Credit Corporation price support activities. In title 42, United States Code, 
section 1751, the Congress emphatically expressed its concern that our children 
receive adequate health-giving food independent of any farm price support 
program: 

“Tt is declared to be the policy of Congress, as a measure of national security, 
to safeguard the health and well-being of the Nation’s children and to encourage 
the domestic consumption of nutritious agricultural commodities and other food, 
by assisting the States, through grants-in-aid and other means, in providing an 
adequate supply of foods and other facilities for the est: iblishment, maintenance, 
operation, aad expension of nonprofit school lunch programs, 

In regarding the cost of the school milk program as something not just charge- 
able to the farm price support program and the farmer, I am in wholehearted 
agreement with Congressman Johnson’s statement of March 17, 1959: 

“Although the funds for the special milk program come under the U.S. Depart- 
ment of Agriculture budget, I don’t feel it’s fair to charge the cost of the program 
to the farmer. This is one of the farm programs which does as much good for 
city foiks as it does for the farmer. That’s why this humanitarian program 
should not be lumped with the cost of Government purchases of surplus food, as 
is now being done. This kind of accounting presents an untrue picture of the 
expense of the price support program, a picture which is grossly unfair to the 
farmer.” 

Charging the cost of the school milk program to the Commodity Credit Corpo- 
ration confuses the issue. The expense is attacked as if the program benefited 
only the milk producers. But in reality it benefits both producers and con- 
surers—and certainly children are a most important consumer. 

Under the current arrangement the U.S. Department of Agi‘culture in its 
recommendations and administration of the school milk program does not give 
proper attention to the benefits of the program to the health of our children. 
father it treats the question solely as an economic one of equating supply and 
demand of milk and raising producer returns. 

Perhaps this explains why last year only half of the children in the United 
States were able to receive milk under the program. 
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In relation to the overall cost of the dairy price support program the cost of 
the school milk program is slight. The milk cost each year amounts to less than 
5 percent of the total amount which has been spent on dairy price supports. 

There is a danger that the school milk program may be lost in the shuffle if 
intertwined with Commodity Credit Corporation price support activities. At 
hearings conducted on March 17, 1959, by the subcommittee, representatives 
from the Department of Agriculture testified that the $75 million yearly expendi- 
ture was reasonable under the price support program when at the same time the 
States were requesting more money on the independent ground that not enough 
milk was available to schoolchildren at that level of aid. 

When pressed by the committee, Clarence L. Miller, Assistant Secretary of the 
Department of Agriculture, finally testified: 

“We in the Department generally feel if programs are brought into being or 
continued for a purpose other than support of agricultural commodities, they 
should not be charged to agriculture.’’ 

Clearly the school milk program is more akin to the independently treated 
school lunch program than to the price support activities of the Commodity 
Credit Corporation. 

On behalf of the parents, children, and milk producers of Minnesota, I reaffirm 
my concern that the school milk program be continued and my belief that the 
funds for the program be treated as an independent appropriation as is the 
school lunch program rather than as a part of the cost of dairy price support 
activities. 





SraTEMENT OF GILBERT C. RonpE, PREstIDENT OF WISCONSIN FaRMERS UNION, 
ON THE CHILDREN’s MILK PROGRAM 

We in the Wisconsin Farmers Union are in favor of the proposed legislation 
increasing the budget for the children’s milk program for the years 1962 and 1963 
as contained in the proposal before the subcommittee (H.R. 12030). 

The measure, introduced by the Congressman from the Ninth District in 
Wisconsin, Lester Johnson, would give life for another 2 years to a policy that 
has done tremendous good in the years that it has been in effect. 

In 1957, President Eisenhower signed a bill extending the children’s milk pro- 
gram for 3 years, to expire in June 1960. Last year, the Congress saw fit to 
extend the program for 1 more year, to 1961, with an appropriation of $95 million, 
We, the Wisconsin Farmers Union, urge the Dairy and Poultry Subcommittee 
to pass favorably on this measure for the following reasons: 

It is a historic fact that during recent years the enrollment in elementary and 
high schools throughout Wisconsin has been increasing by leaps and bounds, 
According to official estimates, the combined enrollment in elementary and high 
schools in Wisconsin, according to the State superintendent of schools, is expected 
to show an increase of between 20,000 and 25,000 each succeeding year. This 
increase is foreseen, on a comparable basis, nationwide. 

These figures alone show that increased appropriations, for the vears 1962 and 
1963, will be needed to keep the program at its present level. However, more 
funds should be made available to expand the children’s milk program since only 
a percentage of the schools are now taking advantage of it. 

We also feel additional funds should be made available since in some areas of 
the United States the only milk children receive is from the school milk program. 
In a country as blessed as the United States, this is a deplorable situation. 

Research has shown, in a recent study by the Agricultural Marketing Service 
of the U.S. Department of Agriculture, that for some 29 percent of the children 
in the Northeast covered by this study, this school milk is ‘extra’’ milk drink. 
In schools where the milk program is not available, only 16 percent drink ‘‘extra” 
milk. 

Nutritionists report that schoolchildren, above all other people, need to drink 
plenty of milk in their formative years. What better way to increase their 
consumption than making milk available in the schools at a price that all can pay? 

Two of the main factors of the success of the program in the past are avail- 
ability and low price. And the low price to the student is governed by the 
amount the schools are reimbursed by the Federal Government. 

Dairying is Wisconsin’s largest business. Whatever helps this portion of the 
population will help the economy of the entire State. 

Further, we support the direct appropriation over the present method of in- 
cluding the cost for the school milk program under the Commodity Credit Cor- 
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poration. This is one of the items, under present circumstances, that is incorrectly 
being charged to the farm program. The benefits derived from the school milk 
program are enjoyed by city as well as rural children. A direct appropriation 
would put the program in its right perspective and at the same time eliminate some 
of the criticism toward the farm program from uninformed taxpayers. 

The children’s milk program does not end with the close of the school year. 
As the children leave school, the program follows them to summer camp under the 
provisions of a law put into effect in 1957. Here, coupled with the outdoor activity, 
milk continues to add to the health of the children. 

These, then, are the reasons why we, the Wisconsin Farmers Union, favor 
passage of the children’s milk program for 1962 and 1963 as outlined by 
Congressman Lester Johnson of Wisconsin: 

1. Nutritional value for healthy growth; 

2. Increasing enrollments in the vears ahead; 

3. Possible increased income to Wisconsin dairy farmers and others; 

1. Putting the appropriation in its right perspective in the eyes of all 
taxpayers. 

The children’s milk program was started on a solid foundation. The method 
of handling the program is also sound. It should be expanded and carried on, 
not on a year-to-year basis, but permanently. Under no other program can we 
attain what the school milk program helps us attain—healthy American 
youngsters. 


Mr. Jounson. I have some correspondence in my office that I want 


tu ask permission to have put into the record, and, without objection, 
that is ordered. 
(The correspondence follows:) 


AMERICAN FarM BUREAU FEDERATION, 


Washington, D.C., June 14, 1960. 
lon. LESTER JOHNSON, 


Chairman, House Agriculture Subcommittee on Dairy and Poultry, 
U.S. House of Representatives, Washington, D.C. 


DEAR CONGRESSMAN JOHNSON: The special school milk program first offered 
in the school year 1954-55 appears to have encourage an increase in milk con- 
sumption among schoolchildren. The American Farm Bureau Federation has 
consistently supported this particular program. 

Currently there are several bills before your subcommittee that would provide 
for a further expansion of the special school milk program. Earlier this year the 
Congress considered and enacted legislation that increased the funds available 
for this program. Farm Bureau supported this legislation. 

The action taken earlier in this session of Congress authorizes maximum 
expenditures to be drawn from Commodity Credit Corporation funds through 
June 30, 1961. The proposals before your subcommittee would provide for an 
appropriation authorization for the 2 years ending June 30, 1962, and 1963. 
However, we would urge that your subcommittee study the program needs for 
the period after June 30, 1961, with a view to taking action at a later time when it. 
will be better to judge the school population and program needs. 

The idea that this program should come from direct appropriations rather 
than be drawn from the Commodity Credit Corporation funds should also be 
thoroughly examined. 

We would appreciate your making this letter a part of the hearing record. 

Sincerely yours, 
Joun C. Lynn, Legislative Director. 


Mr. Jounson. If no one else wishes to appear, the hearings are 
adjourned. 

(Whereupon, at 11:25 a.m., the subcommittee adjourned, subject 
to the call of the Chair.) 
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WEDNESDAY, JUNE 8, 1960 


House or ReEpresENTATIVES, 
SUBCOMMITTEE ON Darry AND PouULTRY 
OF THE COMMITTEE ON AGRICULTURE, 
Washington, D.C. 

The subcommittee met pursuant to notice at 10 a.m. in room 1310, 
New House Office Building, Hon. Lester R. Johnson (chairman of 
the subcommittee) presiding. 

Present: Representatives Johnson, Coad, Levering, MclIntire,. 
Dixon, Quie, and Pirnie. 

Also present: Christine S. Gallaher, clerk, and Hyde Murray, as- 
sistant clerk. 

Mr. Jounson. The subcommittee will come to order. 

This morning, we are hearing testimony on my bill, H.R. 12238, to 
increase the support level for manufacturing milk and butterfat, and 
on identical bills introduced by five of my colleagues. These bills 
are: H.R. 12411 by Congressman Hogan of Indiana; H.R. 12364 by 
Congressman Kastenmeier of Wisconsin; H.R. 12389 by Congress- 
man Flynn of Wisconsin; H.R. 12394 by Congressman Wolf of lowa; 
and H.R. 12407 by Congressman Breeding of Kansas. 

In addition, we have before us H.R. 527, H.R. 3349, H.R. 4225, H.R. 
4491, H.R. 9365, and H.R. 9689. 

Under the provisions of these first proposed measures, the price 
support level would be raised to $3.25 per hundredweight for manu- 
facturing milk and to 60 cents a pound for butterfat. At the present 
time, milk is supported at $3.06 per hundredweight, and butterfat at 
56.6 cents a am which is 77 percent of parity. 

Actually, this is far from my idea of an adequate program for dairy 
farmers. In the first place, I would like to see dairy supports returned 
to the 90 percent of parity level, for I feel most strongly that dairy 
farmers are entitled to this support price. However, considering 
the inflexible attitude of the administration on the subject, I do not 
think it is realistic to press for a higher figure at this time. 

Secondly, I feel that a forward-looking dairy program should have 
been part and parcel of a general farm bill covering all agricultural 
commodities. The proposed Family Farm Income Act, which I 
joined Congressman ena: of Texas, and 17 of our colleagues in intro- 
ducing during the current session of Congress, containing enabling 
authority for dairy farmers to set up the national dairy program of 
their choice. Unfortunately, the general farm bill as reported out by 
the House Agriculture Committee covers only feed grain and wheat 
producers. 

However, this measure does represent a step in the right direction, 
as a workable program for orderly management of feed supplies would 
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provide an important protection to the dairy industry. Moreover, this 
bill sets a precedent for enabling legislation which Congress can later 
extend to dairy farmers. 

Meanwhile, the modest increase in the support levels contained in 
my bill would ease the devastating price-cost squeeze in which the 
dairy farmers are currently caught. During the past 8 years, the 
dairyman’s income has dropped about 20 percent, while the cost 
of family-living items has gone up 6 percent. 

A recent U.S. Department of Agriculture study, which allowed a 
5 percent return on invested capital, indicates that the average dairy 
farmer in Wisconsin received about 57 cents an hour for his labor and 
managerial efforts. This figure includes the value of food produced 
and consumed on the farm. Which other group of workers today 
would accept such a low return for services rendered or work 
performed ¢ 

Through this proposed legislation, dairy farmers are not seeking 
special treatment, nor have they sought special treatment in existing 
farm legislation. Farmers have traditionally been responsive to our 
country’s needs. They have clearly demonstrated their willingness 
and ability to produce the food and fiber that our people need at all 
times. When called upon for extra efforts to produce for a war econ- 
omy, our farmers have never failed us. ‘They have asked only a fair 
and reasonable price for their commodities. 

Unfortunately, we have not always repaid the farmers in kind. We 
have asked them for extra production in times of emergency, and too 
often we have penalized them for that extra production once the 
emergency has passed. 

In no field has this been more apparent than in the dairy industry. 
Dairy farmers have been diligent in making the adjustments a 
had to be made because of the high production demanded of them 
few years back. Currently the milk supply is in better balance with 
the market demand than is the case with most of the other major 
agricultural products. Dairy farmers have at least temporarily sta- 
bilized their market supplies of milk. 

As of May 4, 1960, the total uncommitted inventory of dairy prod- 
es held by the Commodity Credit C orporation consisted of about 

151 million pounds of dried milk. Here is concrete evidence that 
dairy farmers have made a sincere effort to bring supplies of dairy 
products within reasonable balance with market requirements. 

3ut what has happened to farm prices of fluid milk and butterfat? 

Since 1952, the average wholesale price received by farmers for all 
milk dropped more than 18 percent. The average price received for 
butterfat dropped about 22 percent. During the same period, the 
retail price paid by consumers for milk has increased nearly 10 
percent. 

While the retail price for milk has been increasing, the farmer’s 
share of that retail price has been shrinking. In 1952, the farmer re- 
ceived 51 cents of every consumer dollar spent for dairy products. 
By 1959, the dairy farmer’s share in that consumer dollar had fallen 
to 43 cents. 

Admittedly, the legislation under consideration cannot appreciably 
brighten this dark picture—a 19 per hundredweight boost in the price 
support for manufacturing milk would still leave our price structure 
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about 57 cents per hundredweight below the level of 10 years ago. 
However, Wisconsin farmers, who in the past few years have averaged 
between $3 and $3.12 per hundredweight for their milk would wel- 
come any price increase in view of the forecast of lower prices ahead. 

The dairy industry is made up of some 1,200,000 farmers and have 
10,200 creameries, milk-drying plants, condenseries and other process- 
ing and distributing firms. These dairy plants are vital industries in 
their home communities, employing more than 250,000 workers and 
carrying an annual payroll of better than $500 million. They all 
make an important contribution to our national economy and de- 
serve a fair return on their labor and investment. 

In these days of ever-increasing world tensions, we have a power- 
ful instrument for good will in the products of our dairy farms. 
The familiar CARE packages have brought nutrition and comfort 
to countless people in the free world. But we have not licked the 
sroblem of the hungry and ill-fed people in our own country and we 
en only made a beginning in sharing our food with the under- 
privileged people abroad. 

I believe that the moderate increase in support levels called for in 
this legislation would not only help to provide a greater degree of 
economic stability for our dairy farmers but would also help to 
assure an adequate supply of healthful dairy products for the needy 
at home and abroad. 

(The bills referred to follow :) 


(H.R. 527, 86th Cong., 1st sess. ] 


A BILL To provide minimum price support levels for whole milk and butterfat during the 
two-year period beginning April 1, 1959 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, The first sentence of section 201(c) of the 
Agricultural Act of 1949, as amended, is amended by inserting after the words 
“assure an adequate supply” the following: “Provided, That during the two- 
year period beginning April 1, 1959, the price of whole milk and butterfat shall 
be supported at not less than $3.25 per hundredweight and 58.6 cents per pound, 
respectively”. 


[H.R. 3349, 86th Cong., 1st sess. ] 


A BILL To support the price of whole milk, butterfat, and their products 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That the first sentence of subsection (c) of 
section 201 of the Agricultural Act of 1949, as amended, is amended to read as 
follows: “The price of whole milk, butterfat, and the products of such com- 
modities, respectively, shall be supported at not less than 75 per centum nor 
more than 90 per centum of the parity price therefor using a parity equivalent 
for manufacturing milk based on the thirty-month period July 1946 to December 
1948, both inclusive.” : Provided, That for the marketing year ending March 31, 
1960, the Secretary of Agriculture may support the price of milk for manu- 
facturing purposes and the price of butterfat at not less than $3.25 per hundred- 
weight and 58.6 cents per pound, respectively. 


(H.R. 4225, 86th Cong., 1st sess. ] 
A BILL To amend the Agricultural Act of 1949 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That the first sentence of subsection (c) of 
Section 201 of the Agricultural Act of 1949, as amended, is amended to read as 
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follows: “The price of whole milk, butterfat, and the products of such commodi- 
ties, respectively, shall be supported at not less than 75 per centum nor more 
than 90 per centum of the parity price therefor, using a parity equivalent for 
manufacturing milk based on the thirty-month period July 1946 to December 
1948, both inclusive: Provided, That for the marketing year ending March 31, 
1960, the Secretary of Agriculture may support the price of milk for manufactur- 
ing purposes and the price of butterfat at not less than $3.25 per hundredweight 
and 58.6 cents per pound, respectively.” 


[H.R. 4491, 86th Cong., 1st sess. ] 


A BILL To amend the Agricultural Act of 1949, as amended, with respect to price 
support for whole milk, butterfat, and their products 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That the first sentence of subsection (c) of 
section 201 of the Agricultural Act of 1949, as amended, is amended to read as 
follows: “The price of whole milk, butterfat, and the products of such commodi- 
ties, respectively, shall be supported at not less than 75 per centum nor more than 
90 per centum of the parity price therefor using a parity equivalent for manu- 
facturing milk based on the thirty-month period July 1946 to December 1948, 
both inclusive.” : Provided, That for the marketing year ending March 31, 1960, 
the Secretary of Agriculture may support the price of milk for manufacturing 
purposes and the price of butterfat at not less than $3.25 per hundredweight and 
58.6 cents per pound, respectively. 


[H.R. 9365, 86th Cong., 2d sess.] 


A BILL To provide a method for computing parity prices for manufacturing milk and to 
establish a price support level for manufacturing milk and butterfat 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That subsection 301(a)(1) of the Agricul- 
tural Adjustment Act of 1928 (7 U.S.C. 13801(a)(1)), as amended, is further 
amended by adding the following paragraph: 

“Sec. 301(a)(1)(H). In computing parity prices, the parity equivalent for 
manufacturing milk shall be based on the thirty-month period July 1946 to 
December 1948, both inclusive.” 

Sec. 2. Subsection (c) of section 201 of the Agricultural Act of 1949 (7 U.S.C. 
1446), as amended, is further amended by adding the following new sentence 
to be inserted immediately after the first sentence: 

“Notwithstanding the foregoing provisions, for the marketing year beginning 
April 1, 1960, the price of milk for manufacturing purposes and the price of 
butterfat shall be supported at not less than $3.25 per hundredweight and 58.6 
cents per pound, respectively.” 


(H.R. 9689, 86th Cong., 2d sess. ] 
A BILL To establish a price support level for milk and butterfat 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That subsection (c) of section 201 of the 
Agricultural Act of 1949 (7 U.S.C. 1446), as amended, is further amended by 
adding the following new sentence to be inserted immediately after the first 
sentence: “Notwithstanding the foregoing provisions, for marketing year be- 
ginning April 1, 1960, the price of milk for manufacturing purposes and the 
price of butterfat shall be supported at not less than $3.22 per hundredweight 
and 59.6 cents per pound, respectively.” 





St 
th 








PRICE SUPPORTS ON MILK AND BUTTERFAT 43 


(H.R. 12238, 86th Cong., 2d sess. ] 


A BILL To amend the Agriculturai Act of 1949 with respect to the level of price support 
for milk for manufacturing purposes and for butterfat 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That subsection (c) of section 201 of the 
Agricultural Act of 1949 (7 U.S.C. 1446), as amended, is further amended by in- 
serting the following new sentence immediately after the first sentence: ‘“‘Not- 
withstanding the foregoing provisions, for the period beginning July 1, 1960, and 
ending March 31, 1962, the price of milk for manufacturing purposes and the price 
of butterfat shall be supported at not less than $3.25 per hundred weight and 60 
cents per pound, respectively.” 





[H.R. 12364, 86th Cong., 2d sess.] 


A BILL To amend the Agricultural Act of 1949 with respect to the level of price support 
for milk for manufacturing purposes and for butterfat 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That subsection (c) of section 201 of the 
Agricultural Act of 1949 (7 U.S.C. 1446), as amended, is further amended by 
inserting the following new sentence immediately after the first sentence: “‘Not- 
withstanding the foregoing provisions, for the period beginning July 1, 1960, 
and ending March 31, 1962, the price of milk for manufacturing purposes and 
the price of butterfat shall be supported at not less than $3.25 per hundredweight 
and 60 cents per pound, respectively.” 


(H.R. 12889, 86th Cong., 2d sess. ] 


A BILL To amend the Agricultural Act of 1949 with respect to the level of price support 
for milk for manufacturing purposes and for butterfat 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That subsection (c) of section 201 of the 
Agricultural Act of 1949 (7 U.S.C. 1446), as amended, is further amended by 
inserting the following new sentence immediately after the first sentence: “Not- 
withstanding the foregoing provisions, for the period beginning July 1, 1960, and 
ending March 31, 1962, the price of milk for manufacturing purposes and the price 
of butterfat shall be supported at not less than $3.25 per hundredweight and 60 
cents per pound, respectively.” 


[H.R. 12394, 86th Cong., 2d sess.] 


. 


A BILL To amend the Agricultural Act of 1949 with respect to the level of price support 
for milk for manufacturing purposes and for butterfat 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That subsection (c) of section 201 of the 
Agricultural Act of 1949 (7 U.S.C. 1446), as amended, is further amended by 
inserting the following new sentence immediately after the first sentence: ‘“Not- 
withstanding the foregoing provisions, for the period beginning July 1, 1960, and 
ending March 31, 1962, the price of milk for manufacturing purposes and the 
price of butterfat shall be supported at not less than $3.25 per hundredweight 
and 60 cents per pound, respectively.” 


[H.R. 12407, 86th Cong., 2d sess. ] 


A BILL To amend the Agricultural Act of 1949 with respect to the level of price support 
for milk for manufacturing purposes and for butterfat 


Be it enacted by the Senate and House of Representatives of the United 
States of America in Congress assembled, That subsection (c) of section 201 of 
the Agricultural Act of 1949 (7 U.S.C. 1446), as amended, is further amended 
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by inserting the following new sentence immediately after the first sentence: 
“Notwithstanding the foregoing provisions, for the period beginning July 1, 
1960, and ending March 31, 1962, the price of milk for manufacturing purposes 
and the price of butterfat shall be supported at not less than $3.25 per hundred- 
weight and 60 cents per pound, respectively. 


[H.R. 12411, 86th Cong., 2d sess.] 


A BILL To amend the Agricultural Act of 1949 with respect to the level of price support 
for milk for manufacturing purposes and for butterfat 


Be it enacted by the Senate and House of Representatives of the United 
States of America in Congress assembled, That subsection (c) of section 201 of 
the Agricultural Act of 1949 (7 U.S.C. 1446), as amended, is further amended 
by inserting the following new sentence immediately after the first sentence: 
“Notwithstanding the foregoing provisions, for the period beginning July 1, 
1960, and ending March 31, 1962, the price of milk for manufacturing purposes 
and the price of butterfat shall be supported at not less than $3.25 per hundred- 
weight and 60 cents per pound, respectively.” 


Mr. Jounson. We also have a report from the Department of Agri- 
culture, from True D. Morse, Acting Secretary, addressed to the 
chairman of the committee, Mr. Cooley, which will be made a part of 
the record at this pomt. This report is in H.R. 12238. 

(The letter dated June 6, 1960, follows:) 

JUNE 6, 1960. 
Hon. Haroip D. Coo.ey, 
Chairman, Committee on Agriculture, 
House of Representatives. 

DEAR CONGRESSMAN CooLey: This replies to your request of May 20 for a 
report on H.R. 12238, a bill to amend subsection (c) of section 201 of the Agri- 
cultural Act of 1949, as amended, by adding the following new sentence to be 
inserted after the first sentence: 

“Notwithstanding the foregoing provisions, for the period beginning July 1, 
1960, and ending March 31, 1962, the price of milk for manufacturing purposes 
and the price of butterfat shall be supported at not less than $3.25 per hundred- 
weight and 60 cents per pound, respectively.” 

The Department recommends that this bill not be enacted. 

It is not advisable to fix by law a specific support price for particular market- 
ing years without regard to current production and consumption conditions. The 
Agricultural Act of 1949, as amended, now requires the Secretary of Agriculture 
to support prices to producers for milk and butterfat at such level from 75 to 
90 percent of parity as will assure an adequate supply. The act leaves the 
Secretary the determination of the support level, within the authorized range, 
that will accomplish the objectives of the act with respect to dairy products. 
This permits the Secretary to take into consideration the developments in pro- 
duction and consumption in determining the support level for each marketing 
year. 

The support prices for the last marketing year which ended March 31, 1960, 
were $3.06 a hundredweight for manufacturing milk and 56.6 cents a pound for 
butterfat. These prices were 77 percent of the parity equivalent and parity 
prices as of the beginning of the marketing year. A little progress was made 
toward closing the gap between production and consumption in commercial out- 
lets in the last marketing year. It was necessary to buy substantial quantities 
of dairy products. CCC purchased 135 million pounds of butter and 50 million 
pounds of cheese. The Department removed from the market 857 million pounds 
of nonfat dry milk. The total acquisitions for the marketing year contained 
about 2.9 percent of the milkfat and 9.3 percent of the nonfat milk solids 
marketed by farmers in the form of milk and cream for all uses. 

The price support purchase operations have been supplemented by special 
programs, involving substantial expenditures, to increase the consumption of 
milk by schoolchildren and military personnel. 

Market prices of some dairy products were above the CCC buying prices in 


the last 8 months of the 1959-60 marketing year. The actual prices received by 


farmers for the entire 1959-60 marketing year averaged $3.23 a hundredweight 
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for manufacturing milk and 59.5 cents a pound for butterfat. The bill seeks to 
maintain prices slightly higher than this level for the period July 1960 through 
March 1961 of the current 1960-61 marketing year and for the entire 1961-62 
marketing year. 

On January 8 the Department announced that the support prices for the 
1959-60 marketing year would be continued through the 1960-61 marketing year. 
As of the beginning of this marketing year these support prices are 76 percent 
of the parity equivalent and parity prices for manufacturing milk and butterfat. 

Prices received by farmers in April for manufacturing milk and butterfat 
were above the support level. There is some prospect that market conditions 
will continue to keep prices above the support level during at least part of the 
1960-61 marketing year. If market demand will not continue to result in such 
higher level, maintaining the higher level through support operations would 
tend to widen again the gap between production and consumption and to increase 
Government purchases. Continuation of the present program will provide assur- 
ance that prices to producers will not drop below the support level at any time 
during the current marketing year. Market conditions will be permitted to 
determine whether actual prices will be above this level. 

The support prices for the 1961-62 marketing year should be determined in 
the light of conditions early in 1961 rather than at this time. 

The Bureau of the Budget advises that there is no objection to the submission 
of this report. 

Sincerely yours, 
TRUE D. Morssz, Acting Secretary. 

Mr. Jonnson. Our first witness is Mr. Beall, Deputy Administra- 
tor, Price Support Commodity Stabilization Service. We will be 
glad to hear from you now. 


STATEMENT OF FOREST W. BEALL, DEPUTY ADMINISTRATOR, 
PRICE SUPPORT, COMMODITY STABILIZATION SERVICE; ACCOM- 
PANIED BY DON ANDERSON, DIRECTOR, LIVESTOCK AND DAIRY 
DIVISION, COMMODITY STABILIZATION SERVICE, U.S. DEPART- 
MENT OF AGRICULTURE 


Mr. Beauty. Mr. Chairman and members of the committee, I am 
Forest W. Beall, Deputy Administrator, Price Support, of the Com- 
modity Stabilization Service, and with me is Mr. Don Anderson, who 
is Director of the Livestock and Dairy Division of the Commodity 
Stabilization Service. : 

We do not have a prepared statement for presentation to the com- 
mittee this morning. There is on record a transmittal letter from 
the Department to Chairman Cooley relative to our position on this 
bill. 

We are prepared to answer any questions or to do otherwise, as you 
may desire. 

Mr. Jonnson. Have you any statement other than that to make? 

Mr. Brauti, We do not have a prepared statement. 

Mr. Jounson. The statement from Mr. True D. Morse has been 
made a part of the record, and I imagine that you have read that. 

Mr. Beaux. Yes. 

Mr. Jounson. It opposes the legislation ? 

Mr. Bray. The Department has opposed enactment of this legisla- 
tion as contained in the letter to Chairman Cooley, dated June 6, from 
Mr. Morse. 

Mr. Jounson. What is the reason behind that opposition to the 
proposed legislation ? 
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Mr. Beauty. The general statement here is: 


It is not advisable to fix by law a specific support price for particular mar- 
keting years without regard to current production and consumption conditions, 

It is pointed out that there has been some adjustment in relation to 
supply and demand, and some adjustment in the volume of purchases 
of dairy products that have been necessitated in recent years as a 
result of the levels of price supports. 

The present legislation in which the Secretary is authorized to. 
fix the level of price supports between 75 and 90 percent of parity, de- 
pending upon the supply and demand conditions at the time, is at 
such level as will secure an adequate supply and is considered more 
advisable than a fixed level. 

Mr. Jounson. Do you think that at the present time there is an 
adequate supply ? 

Mr. Beatz. There is an ample supply. 

Mr. Jounson. That is your opinion at this time ? 

Mr. Beaty. There have continued to be purchases of surplus sup- 
plies by the Commodity Credit Corporation during the last year. 

Mr. Jounson. Do you have any questions, Mr. Quie? 

Mr. Quire. As I understand it, there is no formal statement from 
the Department ? 

Mr. Beauu. That is correct, sir. 

Mr. Quire. In your work, have you looked into the question as to 
what will happen to the price of beef in the next year or so? 

Mr. Bray. Well, our people, of course, have taken a look at the 
supply situation and the normal beef cycle. And the general pro- 
jection is that the supply of beef will be increased and probably there 
will bea decrease in price during the next year or two. 

The impact and speed of that increase in the supply, of course, is 
not too discernible, but it is generally recognized that prices will tend 
to lower in the next year or two, resulting from increased supplies. 

Mr. Quire. Do you think that there will be any tendency for an 
increase in dairy herds as this decrease in price of beef comes on ? 

Mr. Beaty. It is generally recognized that there is some relation- 
ship between the price of beef cattle and the supplies of dairy cattle, 
and vice versa. 

Mr. Quire. Has that been a fact in the past ? 

Mr. Bray. It is recognized, generally, that there is some relation- 
ship. 

Mr. Quite. Do you think that if the price support was set at $3.25 
a hundred it would have any effect on the shift from beef to dairy? 
Do you think it more likely that there would be a shift if there was 
a price support level pegged at $3.22 rather than at $3.06 as it is 
presently 

Mr. Brau. If I understand your question correctly, you are asking 
if the farmers would be more inclined to produce milk at a support 
price of $3.22 rather than a market price which averages $3.22 ? 

Mr. Quire. That it right. 

Mr. Beaux. I do not know that I can shed any light on that as to 
what the response of the farmers would be in that situation. 

Mr. Jounson. According to the report submitted by Mr. True D. 
Morse, in 1959 the average prices received for manufactured milk was 
$3.22 a hundred. 
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Mr. Brau. Yes, sir. 

Mr. Jounson. Do you feel that to raise the support level to $3.25 
would encourage a surplus in that commodity ? 

Mr. Beatu. The average price of $3.22, of course, represents a 
fluctuation above and below that average for the commodity. 

This fluctuation, of course, is reflected in the acquisition by the 
Commodity Credit Corporation of a commodity when the market 
price is not at or below the support level. 

We would assume that the result of a fixed price of $3.25 would be 
an acquisition of commodities by the Commodity Credit Corporation 
above what would occur if the price fluctuated at an average of 
$3.22—sometimes above and sometimes below that figure. 

Mr. Jounson. Have you any questions, Mr. Levering? 

Mr. Levertna. No. 

Mr. Jounson. Are there any further questions? 

Mr. Quite. No. 

Mr. Jounson. Has any thought been given at this time to raising 
the support level of dairy prices ? 

Mr. Beaux. The present rate has been set for this marketing year. 
I know of no change at this time. 

Mr. Jounson. How much butter and other milk products are now 
in storage at this date? 

Mr. Beaty. I would like to ask Mr. Anderson to answer that 
question. 

Mr. Anperson. As at the end of May, the Commodity Credit 
Corporation had 185 million pounds of powder nonfat dry milk. The 
Commodity Credit Corporation had no butter as such, but we have, 
approximately, 70 million pounds allocated to the school lunch 
program. 

Mr. Jonnson. You have no butter? 

Mr. Anperson. The Commodity Credit Corporation as the Com- 
modity Credit Corporation has none. The Commodity Credit Cor- 
poration has acquired and allocated to the school lunch program 
about 70 million pounds of butter which is not yet actnally used. 

Mr. Jonnson. Will that take care of the school lunch program ¢ 

Mr. Anprerson. Yes, sir; that will, on the basis of the last estimates 
we had from the school lunch people. We have a little more than 
enough to take care of the school lunch program according to those 
figures or those estimates, 

Mr. Jounson. How much cheese do you have ? 

Mr. Anpverson. The Commodity Credit Corporation has no cheese. 
We have about 8 million pounds allocated to the school lunch pro- 
gram. 

Mr. Jounson. Is that sufficient for the program ? 

Mr. Anperson. That will not take care of the school lunch pro- 
gram at last year’s rate. 

Mr. Jounson. Did you purchase any butter and cheese during the 
month of May? 

Mr. Anverson. We are buying butter every day. 

Mr. Jonnson. Right now? 

Mr. Anperson. Yes, sir. 

Mr. Jonnson. As I understand the report for the 8 months during 
1959-60, you bought no butter and cheese; is that correct? 
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Mr. Anperson. We bought no butter in the last 4 months of the 
calendar year 1959. 

Mr. Jounson. And does that calendar month period extend into 
the month of April? 

Mr. Anprerson. No. In September, October, November, and De- 
cember of 1959 we bought no otter. "As I ree: all, there was @ longer 
period than that during which we bought little cheese. 

Mr. Jounson. Are there any further questions ¢ 

Mr. Quire. Do you want the figures to be placed into the record for 
the last fiscal year as to how much butter was purchased and how 
much cheese ? 

Mr. Jounson. If they are available and you want to supply them 
for the record, we will be glad to have them. 

Mr. Anperson. I do not have them on a fiscal year basis. I have 
them on a calendar year basis. 

Mr. Quire. You operate on a calendar year? 

Mr. Anperson. We do have a tabulation which I did not happen 
to bring with me on a marketing year basis. 

On a calendar year basis, for the calendar year 1959, we bought 
123,744,000 pounds of butter. 

Mr. Jounson. 125 million ? 

Mr. Anverson. Just under 124 million. 

We purchased 57 million pounds of cheese. And there was deliv- 
ered to the Commodity Credit Corporation in 1959, 830 million pounds 
of nonfat dry milk solids. 

In the first 4 months of 1960 we bought slightly more butter than 
we bought in the first 4 calendar months of 1959.. And we have had 
delivered to us about 4 percent more powder but less cheese. 

Mr. Jounson. How much butter did you say that you purchased— 
about twice as much ? 

Mr. Anperson. Considerably more—87 million pounds last year in 
the first 4 months and 97 million pounds this year. 

Mr. Jounson. Does that mean that for the first 4 months when the 
support level was down to $3.06 for manufacturing milk and 58.6 
for butterfats? 

Mr. Anperson. No, during January, February, and March the 
price of manufacturing milk was above the support level, and the 
price of butterfat was just slightly above the support level. 

Mr. Jonnson. At what price did you get this butter—did you get 
it for less than they could get on the open market ? 

Mr. Anerson. No. There were two reasons last year, I think, 
why the market price was above the support level. We te tinued the 
same support level for a number of years. It appears there has been 
some decline in the margin between what the farmer received and the 
wholesale level. Therefore, at a given purchase price, if that margin 
goes down, the plant has been able to pay a little more for milk to the 
farmer. 

That was an increase to the farmers. While I think the total mar- 
gin from the farmer to the retail level has gone up, there has been, ap- 
parently, some decrease from the farm level to the wholesale level at 
which we buy. 

The other reason, of course, was that last fall because partly of the 
drought in Europe there was an increase in the market price, and the 
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market price in the fall of 1959 was substantially above our purchase 
rice. 
. Mr. Jounson. Are there any further questions? 
(No response. ) 
Mr. Jounson. If not, thank you for your testimony. 
Congressman Wolf, an author of one of the bills is here with us. Do 
you wish to make a statement or to file a statement at this time? 
Mr. Wotr. I would like to make a few comments, if I may, please. 
Mr. Jonson. You may go ahead. 


STATEMENT OF HON. LEONARD G. WOLF, A REPRESENTATIVE IN 


CONGRESS FROM THE SECOND CONGRESSIONAL DISTRICT OF THE 
STATE OF IOWA 


Mr. Wor. Mr. Chairman and gentlemen of the committee, I want 
to congratulate the chairman on having these very important hear- 
ings. 1am grateful that you have invited me to participate. 

I am honored to appear before your subcommittee on behalf of my 
bill (H.R. 12394) to benefit Lowa milk producers by increasing the 
support price of manufacturing milk to $3.25 per hundredweight and 
butterfat to 59.6 cents per pound. 

At the present time, milk is supported at $3.06 per hundredweight 
and butterfat at 56.6 cents a pound, which is 77 percent of parity. 
I would like to see dairy supports returned to the 90 percent of parity 
level, and feel that dairy farmers are entitled to this support price, 
but agree with many of my colleagues that it is not realistic to press 
for that figure at this time. 

Our dairy farmers cannot continue in business when their income 
has dropped almost 25 percent and their cost of family-living items has 
gone up 6 percent during the last 8 years. An adequate supply of 
dairy products for domestic and foreign needs is jeopardized as more 
and more dairy farmers are caught in the cost-price squeeze and are 
forced out of business. 

Dairy farmers and processors make an important contribution to 
our national economy, and they deserve a fair return on their invest- 
ment and labor. In many areas today, dairy farm families are re- 
quired to labor 3,300 hours each year to earn 56 cents an hour on an 
investment of $32,000 in plant and equipment. 

It is significant to state, Mr. Chairman, that the census recently 
taken in Iowa showed that the small towns and rural areas are losing 
population very rapidly. The stability of these communities in my 
district, as in many others, hinges very much on the economic well- 
being of the dairy farmer because the dairy farmer produces the 
monthly milk check or cream check, and the protection of his invest- 
ment in plant requires constant improvement or repair. 

While the retail price of milk has been increasing, the farmer’s share 
of the retail price has been decreasing. In 1952 the farmer’s share of 
the retail price was 51 percent. In 1959 it was only 48 percent, a 
decrease of 8 percent during the 7-year period. 

In 1959 an urban worker’s family of three paid $195 for the same 
quantity of dairy products—milk, butter, cheese, and ice cream—that 
it bought in 1952 for $191. But farmers in 1952 received $100 for 
these dairy products as compared with only $88 in 1959. Processors 
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and distributors, however, increased their take for their services from 
$90 in 1952 to $107 in 1959. 

The dairy industry is made up of some 1,200,000 farmers and over 
10,200 creameries, milk-drying plants, condenseries, and other proc- 
essing and distribution firms. The dairy plants employ more than 
250,000 workers and carry an annual payroll of over $500 million. 

I believe that the small increase in support levels provided for in 
my bill would enable many of our dairy farmers to remain in business 
by providing a realistic floor to dairy income, and thereby assure the 
production of sufficient dairy products to meet domestic and foreign 
needs. It has been shown that the support level of manufacturing 
milk prices and fluid milk prices fall very closely along with each 
other; when one goes down they all go down, when one goes up they 
all go up. 

Our dairy farms carry a tremendous potential for good will in this 
tension-torn world. CARE packages have given a new lease on life 
to countless people in the free world; and milk has been introduced 
to schoolchildren in many foreign countries through the school milk 
programs carried out under Public Law 480. However, we have made 
only a beginning in sharing our food with the underprivileged people 
abroad. 

In our own country we still have citizens who are inadequately fed 
to whom a gréater distribution of dairy products should be made. 

Another factor which we must consider is that the public is con- 
stantly demanding higher quality milk and dairy products—greater 
cleanliness and better flavor. Today, therefore, the dairy farmer at- 
tends schools, learning what diets to feed his cows so that the pro- 
duction will have the best flavor. Disease which used to be spread 
through the use of dairy products has been practically eliminated. All 
of this means that our dairy farmers have to make higher and higher 
investments and incur greater and greater costs of production, 

It has been estimated that to maintain America’s high standard 
diet our dairy farmers by 1975 must produce 48 percent more dairy 
products than they are producing now. 

To enable our dairy farmers to meet the higher costs of living and 
of production, to insure the continuance of a strong dairy industry, 
and to assure the production of enough dairy products to meet domes- 
tic and foreign needs, Mr. Chairman, I believe that the small increase 
in the support price for manufacturing milk called for in my bill is 
essential, and I hope that this subcommittee will see fit to report this 
legislation to the full committee. 

The morale of our dairy farmers would be bolstered, and future 
production insured, by the “realistic floor” which this modest increase 
In support price for manufacturing milk would provide. 

I ask permission to read into the record of hearings at this point 
a statement in support of this legislation by Mr. Adolph Elvers, 
president of the Iowa Creameries Association, Inc., Ames, Iowa. Mr. 
Elvers is a constituent of mine, and a resident of my hometown, 
Elkader, Iowa. 

Mr. Jonunson. You may do so. 

Mr. Wotr. It is very short and reads as follows: 


Just a note to comment on your bill, H.R. 12394, to raise support price of 
milk to $3.25 per hundredweight and price of butterfat to 60 cents per pound. 
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I understand this is a companion bill to one introduced by Chairman Johnson 
of House Dairy Subcommittee. 

I am president of Iowa Creameries Association and their director on National 
Milk Producers Federation Board and I feel that the dairymen of Iowa and the 
Nation will be very much in favor of H.R. 12394. 

I attended a board meeting of the National Milk Producers Federation in 
Washington, D.C., last week and this group unanimously approved 8. 2917, a 
Senate bill for higher dairy suports, raising manufactured milk to $3.25 per 
hundredweight and butterfat to 59.6 cents per pound. 

Sincerely yours, 
ADOLPH ELVERS. 

ELKADER, IOWA. 

Mr. Jounson. Are there any questions ? 

(No response. ) 

Mr. Jonnson. If not, we thank you. 

Mr. Wotr. Thank you. 

Mr. Jonnson. The next witness on our list is Mr. E. M. Norton, 
Secretary of the National Milk Producers Federation. Is Mr. Nor- 
ton here, or someone representing him ¢ 

Mr. Heary. I am. 

Mr. Jounson. You may proceed. 


STATEMENT OF PATRICK B. HEALY, ASSISTANT SECRETARY, 
NATIONAL MILK PRODUCERS FEDERATION; ACCOMPANIED BY 
N. J. POST, DIRECTOR, DIVISION OF SPECIAL SERVICES, WASH- 
INGTON, D.C. 


Mr. Hearty. Mr. Chairman and members of the committee, my 
name is Patrick B. Healy. I am the assistant secretary of the Na- 
tional Milk Producers Federation with offices at 1731 I Street NW., 
Washington, D.C. 

With your permission I would like to file the statement for the 
record and comment on some of the pertinent points which are raised 
in it. 

Mr. Jonnson. There being no objection, you may do so and the 
statement will be made a part of the record at this point. 

(The prepared statement of Patrick B. Healy, assistant secretary, 
National Milk Producers Federation, follows:) 


STATEMENT OF PATRICK B. HEALY, ASSISTANT SECRETARY, NATIONAL MILK 
PRODUCERS FEDERATION 


Mr, Chairman, members of the committee, my name is Patrick B. Healy. I am 
the assistant secretary of the National Milk Producers Federation with offices at 
1731 I Street NW., Washington, D.C. Dairy cooperatives with farmer member- 
ship in 48 States make up the federation. 

We appreciate having the opportunity to appear before you today to discuss 
an increase in the dollars and cents support level for manufacturing milk and 
butterfat. 

With your permission, I should like to submit as part of our presentation the 
attached charts which support our argument that the dollars and cents support 
level for manufacturing milk and butterfat should be increased from the present 
level of $3.06 per hundredweight for manufacturing milk, and 56.6 cents per 
pound for butterfat to a minimum of $3.22 per hundredweight for manufacturing 
milk, and 59.6 cents per pound for butterfat. The charts we are presenting 
today show, in summary, the following to be the situation facing dairy farmers: 

(1) The price-support level for manufacturing milk has a direct effect on the 
price paid for all milk. 
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(2) Dairy farmers continue to be victims of a severe cost-price squeeze, which 
has been going on for a number of years. The benefits of new and refined 
technological methods which might have been expected to improve their net 
income position have been lost to them. Lower prices for milk have in effect 
transferred the benefits of technological gains to consumers or to labor employed 
in the marketing of milk and dairy products. 

(3) Lower milk prices to dairy farmers have not resulted in a reduction in 
the annual production of milk, nor in the retail price of milk. 

(4) Lower support prices for milk to farmers have not been reflected in lower 
retail levels. 

(5) Total Government purchases of dairy products since 1952 have repre- 
sented but a small percentage of our overall annual production. 

The market for milk last year sustained an average price of $3.22 per hundred- 
weight for manufacturing milk—the price support level was $3.06 per hundred- 
weight. While this level of $3.22 per hundredweight for manufacturing milk 
is not adequate to relieve the pressure on dairy farmers, it is certainly better 
than a return to the price support level of $3.06 per hundredweight. Bearing in 
mind that the dollars and cents support level announced by the Government sets 
the floor for the market price of milk, and also bearing in mind that if milk 
production should increase this year as present indicators show it might, then, 
the $3.22 level which the market sustained last year would, if it became the price 
support level, continue to be the market price level for this year. If production 
does not increase, then the market price should rise above the $3.22 level which 
would bring about some improvement in the income position of dairy farmers, 

If milk production should increase this year over last year by an amount in 
excess of that needed to meet demands of increased population, and the dollars 
and cents support level for manufacturing milk be $3.22 per hundredweight, 
there would be an increased cost for the dairy price support program this year 
over last year. If the Commodity Credit Corporation were to purchase the 
same amount of dairy products at the $3.22 support level for manufacturing 
milk as it did last year, the additional cost wouid amount to $3.5 million. How- 
ever, the income position of dairy farmers would improve by $180 million. We 
recognize that increased costs for these programs are important considerations. 
We believe, however, that the accomplishments from a higher support level 
more than justify the increased costs. On this question of cost of programs 
designed to assist domestic agriculture, I am reminded of a recent experience 
where we opposed a request made of the Tariff Commission by the U.S. Depart- 
ment of Agriculture to increase the import quotas on Edam cheese and Gouda 
cheese by 4.6 million pounds or 100 percent over the existing quota, and on 
Italian-type cheeses by 2.3 million pounds or 25 percent over the existing quota. 

The Tariff Commission recommended the increase to the White House and 
the White House approved. This means that CCC will again be used to provide 
a market for foreign produced cheese—the domestic cheese displaced in the 
consumer’s market basket by the imported choose will wind up in Government 
storage and be chalked up as a cost to the support program. 

We estimate that these increased imports of cheese will cost CCC an additional 
$2.3 million annually in procurement if domestic cheese is displaced by the 
imported item. 

We respectfully suggest that a possible additional expenditure of $3.5 million 
spent to improve dairy farmers’ economic position has considerably greater 
merit than to spend an additional $2.3 million to guarantee foreign producers 
a market in the United States for foreign-produced cheese. 
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Mr. Heaty. First of all, I would like to say that we do appreciate 
having the opportunity to appear before the committee today and to 
express our support of some of the bills which are under considera- 
tion. Our purpose in being here is to make a case that the support 
level of $3.06 for manufacturing milk and 56.6 cents for butterfat 
should be raised to a minimum of $3.22 for manufacturing milk and 
59.6 cents per pound for butterfat in cream. 

We have prepared several charts, attached to the prepared state- 
ment, to which I would like to direct your attention. The first chart, 
we think illustrates very positively the effects of the support level 
which is established at each year for milk upon the price of all milk 
which is sold, both manufacturing milk and fluid milk for bottling. 
You will notice on the chart that the lines flow just with the support 
level. 

Mr. Jounson. Was not the support price level raised during the 
middle of 1956? 

Mr. Heary. I think that in 1956 it was; yes, sir. Then in 1954 
or 1955 there was an increase in the CCC buying price for dairy prod- 
ucts, because the announced price support was not being returned to the 
farmers. There is nothing in the law which prevents raising the sup- 
port prices in the middle of the marketing year. However, they 
‘cannot. be lowered once they are announced, but they can be raised. 

Mr. Quire. In what month of the year of 1956 were they raised ? 

Mr. Jounson. That was right in the presidential campaign. 

Mr. Quire. According to your diagram it was in 1956. 

Mr. Anperson. It became effective on April 19, 1956. 

Mr. Hearty. That is correct. There was a bill which came from the 
Congress that year which raised the support prices from $3.15 cents 
to $3.25 cents, which was vetoed just shortly after the beginning of 
the marketing year, however the President announced a 10-cent in- 
crease in support prices in his veto message. 

Mr. Jounson. He was willing to raise them, but he did not want 
to be in the position where he would cut them down. 

Mr. Hearty. Once having announced them, he could’ not lower 
them. 

Mr. Jonnson. He could not during the marketing year? 

Mr. Hearty. Until the end of the marketing year; that is correct. 

Mr. Quire. I notice as price of manufacturing milk has gone up 
that the prices of fluid milk have gone up. Let us not assume that 
just. because the support level goes up the price of fluid milk will go 
up. You will notice by your chart that prior to 1954 the market price 
was less than the support level. 

Mr. Heary. What we believe this chart shows is that when you 
adjust prices for manufacturing milk, those same price adjustments 
are reflected in the price of all milk. 

Mr. Quire. The price received for fluid milk is based on the price of 
manufactured milk? 

Mr. Heaty. The price for fluid milk is based on the price for manu- 
facturing milk. 

Mr. Quire. Because the milk marketing orders are based upon the 
price of manufactured milk ? 

Mr. Hearty. That is correct. 

Mr. Qure. And not on the support level ? 
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Mr. Hearty. Until the last year and a half the support level has, 
as you can see in the chart, set the price course for the price of manu- 
facturing milk. It is true that during the last year or year and one- 
half the ] price has been above the support level—16 cents average in 
1959. 

And, of course, we believe that is the basis for an inerease in the 
support prices, and because the market was able to sustain those prices 
at that level. Therefore, we should raise the floor to that level. 

Mr. Qute. Before we come to the conclusion that the support level 
fixes the market price, if we look to prior to 1954, when the support 
level was up at $3.30, the market price did not come up to the support 
level. 

Mr. Heary. If you remember, just several minutes ago I told you 
that in 1954 it was necessary to adjust the prices for butter and cheese 
and powder milk, because the farm price did not reflect the announced 
support price. That was right in the middle of the year, June or 
July, of 1954. It was necessary for the Secretary to raise the prices 
for butter and cheese, so that the farm prices would reflect the an- 
nounced support level. 

The et purpose of this chart is to show that all milk prices do 
rise and fall together because of the affect on the fluid milk pricing 
formulas which is exercised by butter and power prices. 

Mr. Quiz. It is affected by —— 

Mr. Hearty. Which, is affected by the support level in turn. I do 
not think that we can get away from that. 

Mr. Quire. Your chart shows that the price of all milk is affected 
by the supported level, but not necessarily governed by it. 

Mr. Heatry. In recent months prices have not followed support levels 
because there has been a tightening in the supply. This, of course, 
always raises the market price. Of course, that is not bad, either. I 
do not think that we are here m: iking a case that the market price 
should stay at the support level. 

Mr. Qute. I hope that is correct. 

Mr. Heary. And secondly, we have a chart which shows that in 
1952 the dairy farmers marketed almost 98 billion pounds of milk for 
which they received about $4.6 billion. In 1959 they marketed 112.6 
billion pounds of milk for which they again received $4.6 billion. It 
is granted that that is a stable income. However, in order to achieve 
that stable income they had to produce an additional 15 billion pounds 
of milk. They had to pay more for the things with which they did 
produce that milk, that is, the things for which they buy off the farm, 
out of the industrial economy. 

What we are attempting to show here is that this cost-price squeeze 
situation which all of us have heard about and have talked about for 
some time is still with us and is aggravated to about 10 percent. 

Mr. Qui. Do you, also, have the figures for the increased cost to 
produce that extra amount of milk? 

Mr. Hearty. No; I do not. Pardon me, yes, I do, too. I will read 
it off from a chart if I can read the index. These figures are derived 
from the northeastern part of our country and indicates pretty gen- 
erally that the things for which the farmers do not produce themselves 
have gone up to the following extent : 

Their taxes have gone up about 37 percent; building materials have 
gone up about 22 or 23 percent; machinery replacements looks like 
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about 18 percent; fertilizers and lime about 15 percent ; labor about 15 
percent; machinery, supplies have gone up about 8 percent. 

And the things which they derived from the farm economy have 
gone down. The dairy farmers are not in this cost-price squeeze 
situation all by themselves. Livestock has gone down. This looks 
like it is about 5 percent. And feed has gone down about 15 percent. 

So, pretty generally what these numbers indicate is that so long 
as the farmer stays in his own economy and trades off a can of milk 
for a bushel of feed, he is not too badly off, but as soon as he steps out 
of his own economy and has to buy gasoline or wire or equipment, 
machinery or to pay taxes or to hire labor, then he is seriously hurt. 

I know that it is true of dairy farmers, I believe that it is true of 
farmers generally. 

Mr. Quie. So that their net income would be down considerably. 

Mr. Heary. It would be down considerably. While the gross in- 
come from the sale of milk is exactly the same, their average costs 
are up, some place between 10 and 20 percent, and they would have 
to produce about 12 percent more than that, that is 15 percent more 
milk in order to produce this same gross income, so that their net 
income is seriously hurt. 

Mr. Quiz. That would be true, since the price supports went down, 
he would have to do that to keep his gross income up. 

What was it in 1952 and in 1959? 

Mr. Hearty. The number of dairy cattle has gone down about 2 
million head from 21,338,000 in 1952 to 19,322,000 in 1959. However, 
the milk production per cow, the national average, has increased 
enough about to offset the decrease in cow numbers. It increased 
from 5,370 pounds per cow to 6,438 per cow, national average. 

Mr. Quiz. When price supports are low, prices are up and the 
farmers have reduced their cow numbers. What is the percentage 
decrease in cow numbers and increase in production per cow ? 

Mr. Heaty. I do not have the percentage, but it should be very 
close to 25-percent increase in production per cow between the two 
periods, and pretty close to a 10-percent decrease in cow-numbers 
which allows for this increase in milk production. 

Mr. Quire. Well, then, suppose this, if the average farmer had 10 
percent. fewer cows and got 25 percent greater production, this would 
offset some of the increased costs of the production, would it not? 

Mr. Hearty. Yes, but it would offset it in the area where costs 
have gone down, principally in the area of feed. For example, how 
do you paint a barn any cheaper that will hold 40 cows, and now 
has 36, or how do you replace a tractor any cheaper to plow enough 
roughage for 40 cows instead of 36. You just do not do it. 

Mr. Quire. You do not have to feed as many cows? 

Mr. Hwary. That is correct. You do not have to feed as many, 
but you still have the land taxes, and the equipment costs, and so 
on, which remain pretty constant within a 10-percent variation in 
the number of cows. 

Mr. Qure. And it is these fixed costs that are going up. 

Mr. Jounson. Are there any further questions? 

If not, you may proceed. 

Mr. Heaty. This discussion which we just had relative to the in- 
crease of production per cow, we think is important in that it does 
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point up to us that the dairy farmer has not been asleep at the switch, 
He has introduced many production efficiencies which have resulted 
or which should have resulted i n more net income for him. How- 
ever, the surplus situation in which we found ourselves during the 
past period of time has forced most of those economies which were 
effected on the farm into the market where they did not to any degree 
benefit the farmers which were affected. 

On chart No. 3, we relate the interesting phenomenon that support 
levels and street prices for milk are in no way related. Here we see 
that in 1954 when the support prices were at $35.74 cents, the average 
national retail price for milk was 22.5 cents a quart. 

In 1959, with the support at $3.06 cents, the average national retail 
price for milk was 24.9 cents per quart. 

Our purpose in presenting this is to attempt to refute the argument 
which we encounter quite often that lower farm prices will encourage 
consumption of milk and dairy products. The consumer does not 
pay farm prices for milk or dairy products. The consumer pays 
the retail prices for these products. And no matter how much the 
farmer is forced to take in reduced income, in an attempt to sell his 
product, that money difference disappears into distribution channels. 
And the consumer, certainly, does not benefit from these reduced dairy 
farm income. 

So what we really should do is to get that illusion out of our think- 
ing. I think that is very forcibly set before us in this chart No. 3. 

Mr. Quiz. Have you ever made any studies or read any studies of 
the effect of price fluctuations on consumption 

Mr. Hearty. We have read many of the studies which have been 
made, Mr. Quie, and believe that most of these studies, at least from 
our reading of them, indicates to us that they are vastly complex 
arithmetical computations based upon certain assumptions. 

We certainly do not always agree with the assumptions. Of course, 
the arithmetic which follows is very clear. There are so m: ny things 
which go into the elasticity of demand for any production, that in 
our opinion, the studies which have been made have never effectively 
isolated price so that it could be studied. There are many things, 
income factors, advertising campaigns, and the relationship of 
disposable income to gross income. There are just so many things 
that have no bearing on the farm price, that I do not think that the 
economists have ever been able to isolate the price as a factor and to 
study it carefully enough to say, “This is its effect.” 

Mr. Qui. I think that you are right there. Any conclusion that 
I have drawn is that price has no effect on consumption of fluid milk. 
For example, in the case of a milk price war, the consumption stays 
quite steady over the price fluctuations. 

Mr. Heary. I think that the one general assumption that we can 
all agree on is that fluid milk is more inelastic than the manufacturing 
products, but there have been considerable numbers of studies made 
upon manufacturing produc ts which again have been, as I say, based 
upon certain assumptions, which if you accept the ed you 
can follow the arithmetic through and agree with it, but many of 
the assumptions are quite faulty. And most of the fault lies in the 
inability of the researcher to isolate price as a factor and to keep 
everything else out of the study. Youcannot do that. 
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Mr. Quire. But the consumption of butter would be considerably 
more elastic, would it not, than the consumption of fluid milk ? 

Mr. Heary. I think that that is one of the generally accepted 
assumptions. 

Mr. Quiz. Yes. Do you accept that, too? 

Mr. Heary. But as to its rate of elastic: ity we do not agree with any 
we have seen. And we certainly, will not attempt to tell you what it 
is. We do not think that we are able to isolate price as a factor in 
this, either. All we have been able to see about it indicates again to 
us that we have to be careful and not to talk about farm price as af- 
fecting consumption, because the consumers pay the retail prices. 
And there are so many things which go on between the farm price and 
the shelf price from which the consumer gets the products, which eats 
up most of this difference, this reduction ‘from $3.74 in certain stages, 
down to the $3.06 that we have now, which is 68 cents of money that 
was thrown up for grabs and everybody took a hand in it; labor got 
it—corporate profits got it. 

Mr. Quir. That was about a cent and a half a quart, was it not? 

Mr. Hearty. It would be about a cent and a half, or a cent and two- 
thirds, or a cent and three-quarters, But labor and cor porate profits 
have just seized upon this money that was actually farmer money 
which was thrown up for grabs. 

Mr. Quire. Then you think that because the price dropped down 
that encouraged other factors in the retailing of milk to increase their 
returns, which they might not have been : able to do as e: asily otherwise / 

Mr. Hearty. I think that is just what I said. 

Mr. Quiz. So that if it went up to $3.74, consumer prices would not 
necessarily be a cent anda half higher, but they would be much higher 
than they would now / 

Mr. Heavy. If we attempted to put it back to $3.74, now they would 
have a good excuse to go that much higher, at least. Our final chart 
which we want to present indicates the rate of purchase by the Com- 
modity Credit Corporation to support prices. As you will note, it 
anges from a high in 1953 of 8.4 percent to a low in 1959 of 2.7 per- 
ent, so that we are not here today talking about a commodity that 
is in a completely unmanageable surplus position. We do not have a 
year’s carryover or a 40-percent surplus. We have got 2.7 percent 
surplus. 

You know, when you think ~ this surplus results from, I think 
it was Congressman Wolf said, 1,200,000 dairy farmers, each one of 
them making countless decisions ma ‘h results in total production on 
the farm, I will wager that you have billions of decisions whic - result 
in total milk production, and it is only 2.7 percent wrong. I do not 
think that dairy farmers can be blamed for that. Asa matter of fact, 
that is pretty good. They are 97.3 percent right. 

I think basically that what we must consider here today with this 
short surplus is that the market has been able to sustain a price which 
averaged in 1959 $3.22. If the market can sustain that, why do we 
not put the floor up to that, so that the dairy farmers will not have 
to experience another drop in their income. 

I notice that there were some questions raised by the committee 
of previous witnesses as to whether this would stimul: ate production. 

Here again, price and production are almost in the same fix as 
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price and consumption, in that it is very difficult to isolate price of 
milk as the one factor which affects the amount of milk which is 
produced. We have in this situation cattle prices, feed prices, and 
feed availability, all of the alternative enterprises. Which of those 
is more attractive, so that we cannot say that a modest increase in 
price support level, even though it does not affect the market price, 

will boom production. 

If production does go up slightly, we have this situation where we 
have about 3 million new people who require 2 billion new pounds 
of milk each year. That represents almost our entire last year’s 
surplus. It is almost inconceivable that milk production during 1960 
bold go up 2 billion pounds, no matter what we do to price supports 
here. 

It is impossible for milk production to be cranked up to the extent 
that the surplus position would be changed at all during 1960, 

In this regard there is one thing in conclusion that I “would like to 
bring to the attention of this subcommittee, that is, the ability and the 
willingness of our Government to support world prices for dairy prod- 
ucts to the indiscriminate relapsing of controls on imports. 

Just this past year, at the request of the Department of Agricul- 
ture, the Tariff Commission considered an increase in Edam and Gouda 
cheese imports and in Italian type cheese imports quotas. They 

raised the import of the first two types of cheese 4.6 million pounds 
per year, and raised the Italian type of cheese quota 2.3 million pounds 
per year. 

Mr. Jounson. What is that in percentages? 

Mr. Heary. They raised the Dutch quota 100 percent and the Italian 
quota 25 percent. 

By the import of these products which will offset the consumption 
of domestically produced cheeses, we can be certain th at the Depart- 
ment of Agriculture will buy milk solids and milk fat in some form 
to the extent of about $2.3 million cost. And if price supports go up 
too, if the Department buys what they bought last year, yf think that 
it is completely unlikely that they could buy more as we are advocat- 
ing here. 

We are talking about $3.5 million increase in Government costs, but 
we are, also, talking about $180 million increase in farmer returns. 
If our Government can subsidize the Italian and the Dutch cheese 
industry to the extent of $2.3 million, it is almost ridiculous that we 
had to come and ask that they be willing to spend $3.5 million to give 
our farmers $180 million. 

Mr. Quire. Go back over that again. How do you get the $180 
million ? 

Mr. Hearty. There is enough cheese coming in, in the increased 
quotas—this is not the total quotas—just this “last year’s increase to 
require the Government to buy an additional $2.3 million worth of 
nonfat and fat in some form, whether it is bought as Cheddar cheese 
or butter and powder—it. makes no difference—which is a direct sub- 
sidy to the Italian and Dutch cheesemakers. There is no question 
about that. It is a market for their products and the Government 
willingly did that. 

The Department of Agriculture, the Tariff Commission, and the 
President, all three acted in this one instance. Heretofore the USDA 
has in all cases acted to protect section 22. 
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Mr. Quir. But so far as replacing cheese is concerned, do you think 
that is a pound for pound replacement of American cheese ? 

Mr. Heary. Yes. All of these cheese types are made in this country. 

Mr. Jounson. I know people in my area who used to make Cheddar 
cheese switched to making Italian and other types of cheese. They 
will now go back and make Cheddar cheese. And the Government will 
get less A at 

Mr. Hearty. No question about it. All of these cheese types are 
made in this country, and they are better. 

Mr. Quiz. This $2,! 300,000 that will go to the Italian and Dutch 
cheesemakers, otherwise would have gone to producers of cheese in 
this country, would it not? 

Mr. Hearty. No. What we are saying, Mr. Quie, is that it will cost 
the Government $2.3 million to buy the cheese in the form of Cheddar 
cheese or butter and powder, the market for which has been displaced 
by these increased imports. 

Mr. Qum. I understand that. What does this take from the farmer 
in income? 

Mr. Hrary. It means to the farmers that these imported cheeses 
will bring more on the market than Cheddar cheese. 

Mr. Jounson. You showed that on your first chart? 

Mr. Heary. It will go down, that is correct. There is no question 
about that, because it means a little more surplus milk. 

Mr. Jonnson. That is right. 

Mr. Hearty. We went through the same procedure in the office yes- 
terday with Mr. Anderson and his people in the Department of Agri- 
culture that they went through to figure purchase prices on this new 
support level. And assuming that the Government would buy next 
year what they bought last year—— 

Mr. Qui. Is that. not down ? 

Mr. Heary. I do not think that they will buy as much. Milk pro- 
duction is up 1 percent, roughly. And the market demand is about 
1.75 percent for our increased population each year. 

Mr. Quite. Last year the support level was $3.06. Do you not think 
if it had been raised that USDA would hi ave purchased more? 

Mr. Heary. You cannot crank up 2 or 3 percent additional produc- 
tion ina = 

Mr. Quire. I do not mean the production. I mean if the Govern- 
ment, was willing to buy butter and cheese at a higher figure, do you 
not think that more of it would have gone to the Government than 
did this year? 

Mr. Hrary. No, because what you are actually doing here is to ask 
me to make an assumption on elasticity of demand which I do not 
know how to do. That is what you are asking me to do. 

Mr. Quiz. The market price was higher, as Mr. Johnson pointed out, 
than the support level, but much of it found its way into Commodity 
Credit Corporation, rather than into market. 

Mr. Hratry. Yes. 

Mr. Qvute. Much of it found its way into the Commodity Credit 
Corporation when the market price was higher. Would not more 
have found its way into the CCC if the market and the support level 
prices were the same? 
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Mr. Hearty. What I am willing to assume here is that the market 
price last year was $3.22, so that consumption would have been the 
same no matter what the support level was and no more commodity 
would have gone into the Commodity Credit Corporation last year, 

All we are saying is that if they had to buy the same amount of 
products at $3 22 it cost them a little bit more than it does at $3.06. It 
would cost them $3.05 million more, because instead of 57.75 for butter, 
they would have paid 60. And instead of 14.25, they may have had 
to pay 14.5 cents or 15 cents—1 or 14% cent or a cent and a quarter on 
cheese, and that would add up to about $3 million, that is, those addi- 
tional rae if they were to buy about the same. 

The important thing that this support level if it is raised and if 
production does rise will allow for sustaining prices at $180 million 
higher to the farmers than if we had to go back to the $3.06 level. 

Mr. Quir. Again, where do you get the $180 million ? 

Mr. Heary. I am saying that if all of these bad things happen that 
are supposed to happen do happen and the market f: alls to $3.06, then 
the difference in support level 

Mr. Quire. You assume that the market price might fall to the sup- 
port level ? 

Mr. Hrary. | am just saying that if everything happens that the 
people who oppose this legislation say could happen, then it could fall 
to $3.06. 

Mr. Quire. That is in order to get this $180 million; you must make 
this assumption ? 

Mr. Hearty. That is correct. 

Mr. Quire. That the market price without a higher support level 
will drop ? 

Mr. Heaty. I do not say that it will drop there. All I am saying 
is that this bill will, certainly, prevent a loss of $180 million for the 
farmers. 

Mr. Qurie. If you assume that it would drop to $180 million, you 
still are assuming that the Commodity Credit, Corporation would not 
have to purchase any more production to hold it up to the $3.25; are 
you not ¢ 

Mr. Hearty. Weare making a lot of assumptions. 

Mr. Quire. You made certain assumptions in one part of your state- 
ment and not in the other part, and I think that you ought to follow 
the same assumptions all the way through. 

Mr. Heaty. We will say that. the consumption will stay about where 
it is. Then the Commodity Credit. Corporation will not buy any 
more. 

Mr. Qui. And there will be no reduction in price to the farmers 
if the support level is not changed under that assumption / 

Mr. Hearty. No. But should the market price fall this will be a 
loss of $180 million. 

Mr. Jonnson. Last year there was a drop for 4 months. 

Mr. Hearty. These are average price supports that we are dealing 
with. 

Mr. Quiz. Yes; I understand. 

Mr. Heary. In one section of the country they are considerably 
below $3.06 and in another section they are considers ably above $3.06, 
enough above to make it 16 cents national average above this last 
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year. This legislation does not guarantee to every farmer that he will 
receive a minimum of $3.06. It guarantees that the national average 
for all factory milk sales will be not less than $3.06. Perhaps the 
Minnesota and Wisconsin farmers are the ones who receive a little 
bit less than the rest of them. 

Mr. Quire. I think that we have found that manufacturing milk 
processors were paying more than the support level in Mr. Johnson’s 
and my areas of the country. 

Mr. Heary. In some years and in some parts of the country ; yes. 

Mr. Quir. And in other parts of the country they traditionally 
pay less. A large proportion of our milk went into manufactured 
products. That is a small percentage of the market. I think as to 
the overall price of milk, we receive the lowest in our part of the 
country since we have the greatest fluid milk surplus in our area. 
Some other parts of the country receive a high fluid milk price based 
on our manufactured prices, but since most of this milk goes for fluid 
purposes they are able to pay farmers less than the support level for 
their manufactured milk. This blend price is still up but is bad 
competition for our manufactured milk farmers with this low surplus 
yrice. It would be of tremendous benefit to our farmers to receive a 
better price. I would like to do everything that I can to see that they 
do receive a better price. I want to see that they do get it and over 
the long pull. 

Mr. Heary. Certainly an advance of 16 cents in support levels could 
not result in a lower price to the farmers. 

Mr. Quire. I hold that it would be an inducement to the beef farm- 
ers, if their prices went down, to get into dairy. 

Mr. Heaty. I think that the main inducement to the beef farmers 
to switch to milk is the price of beef cattle. 

Mr. Quire. You think that is correct ? 

Mr. Heary. Yes. 

Mr. Quire. You do not think that it would move any faster at $3.22 
than at $3.06 ? 

Mr. Heary. No. 

Mr. Que. I hope you are right. 

Mr. Jounson. Are there any further questions ? 

Mr. Prrente. I thought that I had been able to follow the witness in 
regard to the computations he has presented. However, I am not 
sure that Thave. You state that the additional cost of this increase in 
the support level to the taxpayers would be $3.5 million, but you 
estimate that the benefit of the program to the producers would be 
$180 million; is that correct ? 

Mr. Heary. That is correct. 

Mr. Pirnir. Could you tell me how you arrive at the figure of 
$180 million ? 2 

Mr. Jounson. We just went through that. It was the value of 
the product. He is assuming that increased income if they did raise 
the support price from $3.06 to $3.25. 

Mr. Prrnte. My point is that we may be confused by simply 
putting these two statements together without inserting another state- 
ment. That is why I think that the question should be answered. 

Mr. Heary. I think that this could have been better stated by say- 
ing that this expenditure of $3.5 million on the part of the Govern- 
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ment in increased purchase costs for the same amount of milk would 
be certain to prevent, no matter what contingency arose, a $180 mil- 
lion reduction in farm income. That is maybe a better way to put it. 

Mr. Pirnie. Is it not almost like insurance ¢ 

Mr. Hearty. That is correct. 

Mr. Pirnie. Would that not be a better way to put it # 

Mr. Heary. That is exactly correct. 

Mr. Levertne. With reference to the Italian and Dutch cheese im- 
ports, do I understand that the Government has bought some $2.3 
million worth of those cheeses ¢ 

Mr. Hearty. What I said there, Mr. Levering, was that since we do 
produce those same cheese types in this country, any increased im- 
ports of those cheeses will result in a displacement of our domestiec- 
ally produced Edam and Gouda and Italian-type cheeses from the 
market, and that milk that would be used for that must be put some 
place. Therefore, it will go into Cheddar cheese or into butter or 
into powder and will be purchased by the Government as surplus, 
because its market has been taken away from it. And that the pur- 
chase of that much milk in some manufactured form will cost $2.3 
million. 

Mr. LevertnG. Thank you. 

On what authority does the Secretary do that ? 

Mr. Heary. Import quotas on agriculture products, milk partie- 
ularly, are administered under section 22 of the Agricultural Adjust- 
ment Act which allows the President to proclaim quotas when the 
import of certain items would affect Government programs on do- 
mestically produced items of the same type. And from the way the 
Tariff Commission operates, I think from all we have been able to 
observe, all a country has to do, to get a quota, to bring something in 
here, is to indicate a wish to do so. 

For instance, this is the ridiculous extreme to which this thing is 
carried. We have an import quota on butter and butterfat which 
allows the import of 706,000 pounds of butter per year into this coun- 
try. And that can come in as butter or butterfat. 

Two or three years ago New Zealand got the idea of sending butter- 
fat in here with a little vanilla in it and a little sugar in it and calling 
it something else. They called it Exylone. And before we were able 
to get them “stopped they had shipped in 9 or 13 million pounds of that 
produc t, just by a subterfuge. We had to stop them through a Tariff 
Commission hearing. The Tar iff Commission said, “Since they have 
normally shipped this stuff, let them bri ing 2 million pounds a year in.” 

They had not normally shipped it. They shipped it once which 
means that the Department of Agriculture every year now is buying 
2 million pounds more fat. 

Mr. Levertne. Is that not a part of our overall policy with regard 
to grants in the free world? 

Mr. Heaty. I think it is, but why should the dairy farmers pay the 
whole bill? 

Mr. Levertnc. You are aware of the fact that the dairy people are 
not happy about it. 

Mr. Heary. I am well aware of that. 

Mr. Levertne. Thank you. 

Mr. Jounson. Thank you very much. 

Mr. Hearty. Thank you. 
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Mr. Jounson. Before I call the next witness, I have a statement 
here from Mr. Otie M. Reed, executive director of the National Cream- 
eries Association, which, without objection, we will place in the record 
at this point, 

(The prepared statement of Otie M. Reed follows :) 


STATEMENT OF OTIE M. REED, EXECUTIVE DIRECTOR, NATIONAL CREAMERIES 
ASSOCIATION 


Mr. Chairman and members of the committee, my name is Otie M. Reed, and I 
am executive director of National Creameries Association, with offices located 
at 1107 19th Street NW., Washington, D.C. 

Our membership consists of several hundred dairy plants located in Wisconsin, 
Minnesota, North Dakota, South Dakota, Kansas, lowa, Nebarska, and Oregon. 
Practically all of our members are locally owned and operated cooperative asso- 
ciations of dairy producers engaged primarily in the manufacture of dairy 
products such as butter, cheese, and nonfat dry milk. About 30 of our plants, 
in addition to manufacturing facilities, also operate grade A receiving facilities 
and ship grade A milk to fluid milk markets. 

We are appearing here today in support of H.R. 12238, which would increase 
the price support leyel for manufacturing milk to $5.25 per hundredweight, and 
the price support level for butterfat to 60 cents per pound, from the period 
July 1, 1960, through March 31, 1962. The proposed prices compare with price 
supports announced by the Secretary of Agriculture for this marketing year 
beginning April 1, 1960, of $3.06 per hundredweight for manufacturing milk and 
56.6 cents per pound butterfat. 

This committee will recall that I have appeared before you from time to time 
in the last few years recommending the passage of legislation increasing dairy 
price supports to $3.25 per hundredweight for manufacturing milk with com- 
parable increases in the price supports for butterfat. 

A couple of years ago such legislation passed the Congress, but was vetoed. 

Each year since dairy price supports were reduced to $3.06 per hundredweight 
for manufacturing milk and 56.6 cents per pound butterfat, we have urged the 
Secretary of Agriculture to increase price supports to the levels noted above. 
However, we hive never been successful. 

Table 1, attached hereto, shows monthly and average prices for manufacturing 
milk from January 1958 to date. On the whole, prices have averaged above 
price support levels. In 1959, with the support level at $3.06 per hundred- 
weight for manufacturing milk, the unweighted average price for the year was 
$3.21. It is to be noted, however, that during the months of heaviest marketings 
from farms, April, May, June, and July, prices averaged right at support level. 

During the first 4 months of 1960, unweighted prices have averaged $3.24 
per hundredweight with a high of $3.32 in January and a low of $3.17 in April. 

Purchases of butter, cheese, and nonfat dry milk during the marketing years 
1956-57 through 1959-60 are shown in table 2. During this last marketing year, 
butter purchases were down about 15 million pounds from the preceding year 
and over 8O million pounds from the high level reached in 1957-58. 

Cheese purehases at 50.3 million pounds were up from the preceding year, but 
greatly below the very heavy purchases of 248.3 million pounds in 1957-58. 

Price support purchases of nonfat dry milk, while apparently down from the 
preceding year, do not tell the whole story as shown. These figures are actually 
purchase contracts and exclude direct purchases from section 32 funds. Also, 
the figures are not precisely indicative of the volumes actually taken off the 
market during any marketing year. 

Thus, if actual deliveries out of marketing year supplies are included, includ- 
ing section 32 purchases, the total amount of nonfat dry milk removed from the 
market this last marketing year was 857 million pounds, somewhat above the 
previous marketing year but below the level of the 1957-58 marketing year. 

It is possible that production of milk on farms this year will be somewhat 
above last year, but probably very little. 

The number of milk cows and heifers 2 years old and older kept for milk on 
farms reached its lowest point in many years in 1959 at 21.3 million head. 

Milk production in 1959 was down somewhat in total with production per 
capita of population, being the lowest on record. 
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There are some indications that the number of young stock being kept for 
milk stock on farms is increasing and this, coupled with good growing condi- 
tions, may contribute to some slight increase in production this year. 

As I am sure you all know, the prices which farmers pay for commodities 
and services used for living and production have continued at a very high level, 
As of April 15, 1960, such prices were about 1 percent higher than March 15, 
1960, and on the same date the year preceding. Both farm living costs and 
production expenses are up. 

It would be possible to sit here at this table and quote figures by the hour 
showing the depressed conditions of dairy farmers in the manufacturing milk 
and butterfat-producing areas. However, I am more impressed myself with 
many direct contacts I have had recently with dairy producers in several of the 
States where we have membership, particularly in Wisconsin and Minnesota. 
It has been many years since I have witnessed so much discouragement on the 
part of dairy farmers and so much unrest. This unrest also carries over into 
the manufacturing plants, many of which are finding it difficult to make ends 
meet because of very sharp competition at the producer level for the available 
supplies of milk. 

The dairy farmer and his associations have made great progress in recent 
years in increasing efficiency. It is true that the dairy farmers have tried to 
maintain and improve their economic status by improving their production 
techniques through better breeding, better feeding, higher degree of mechaniza- 
tion of productive processes, combining farms and enlarging the scope of their 
operations, and the like, wherever possible. 

The same drive to greater efficiency is manifest throughout the dairy process- 
ing industry, with many local cooperatively owned plants leading the way in 
their areas. 

However, in spite of all these efforts, dairying is depressed in the manufac- 
turing milk and butterfat areas. The dairy farmer, and many of his plants, 
are caught in a cost-price squeeze which seems to have no ending. 

For the reasons noted herein, we wish to urge this committee to report this 
bill favorably and we hope that, if it is enacted, it will be accepted by the 
administration. 


TABLE 1.—Average prices per hundredweight received by producers at dairy 
manufacturing plants, United States, by months, January 1958 to April 1960 
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Mr. Jounson. Our next witness is Mr, Baker of the National Farm- 
ers Union. 

Do you have a statement that you would like to make ¢ 

Mr. Baxer. If it would be all right, I should like to insert it into 
the record at this point. It is speaking for the National Farmers 
Union. Mr. Christianson is presenting the statement for the National 
Farmers Union, as well as the Minnesota Farmers Union. 


Mr. Jomnson. You may insert it into the record at this point with- 
out, objection. 


Do you intend to make any comments on the statement ? 


(The prepared statement of Edwin Christianson, president, Minne- 
sota Farmers Union, follows :) 


STATEMENT OF EDWIN CHRISTIANSON, VICE CHAIRMAN, EXECUTIVE COMMITTEE, 
NATIONAL FARMERS UNION AND PRESIDENT OF MINNESOTA FARMERS UNION 
RELATING TO THE ADOPTION OF H.R. 12238, a BiLt To INCREASE THE SuPPoRT 
LEVEL ON MILK FOR MANUFACTURING PURPOSES, ON BEHALF OF THE NATIONAL. 
FARMERS UNION 


Dairying is an important source of farm income in virtually every State 
of the Union and is particularly so in the heavy production areas of the Midwest. 

In my own State of Minnesota, farmers derive about 20 percent of their 
gross cash farm income from sales of dairy products. 

Minnesota Farmers Union is made up of some 40,000 farm families, most 
of whom are among the 90,000 farmers of the State who engage in dairy 
production. 

Members of the National Farmers Union and the Minnesota Farmers Union, 
therefore, are vitally concerned with all matters and with all policies which tend 
to influence their prices and income. 

We believe that the prospects of passage of major dairy legislation in this 
session are very slight. On the other hand, the hope is much brighter for action 
from a new Congress and a new administration next year. 

However, because the new marketing year begins on April 1, 1961, and because 
the new Secretary of Agriculture must make important administrative decisions 
prior to that date, we believe that it would be important for the Dairy Sub- 
committee to do some of the preliminary work yet this year on the provisions of 
a comprehensive dairy bill so that its passage can be accomplished early enough 
in the new session to become operative on April 1. 

For this reason, it would be advisable for the Dairy Subcommittee to give 
consideration to the general outline of a new dairy support plan before the close 
of the current session, and to contemplate the possibility of holding some field 
hearings in major dairy areas this autumn. 

An honest look at the experience of the past 7 years must convince anyone 
that the policies of the national administration in Washington have struck a 
very serious blow at the dairy economy. 

The systematic policy of attempting to bring about an adjustment in the dairy 
industry through a sharp reduction in price-support levels has not had any 
desirable results. 

Total dairy production is high and may set a new record in 1960; per capita 
consumption of milk products is continuing to drop, and dairy farm income 
is at a low level. 

In order to make up for the lower unit prices prevailing, Minnesota farmers 
are placing 20 percent more milk on the market today than they did in 1952, and 
even So are barely holding their gross income to revious levels. 

With farm operating costs moving relentlessly to higher and higher levels 
each year, there has been an erosion of net income to a very serious degree. 

We can see that not only has the lowering of prices failed to help dairy farmers 
up to the present time, but that such a policy will be of no help no matter how 
long it is kept in operation. 

For several years after the dairy price support was first reduced in March 1954, 
we had been hearing that our difficulties were all due to the maladjustment 
between supply and demand and that everything would work itself out and dairy 
prosperity would return when supply and demand came into reasonable balance. 

According to USDA, a virtual balance of supply and demand was attained in 
1959 and will largely prevail in 1960. 
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Yet, there has been no upward movement of farmers’ prices for manufacturing 
milk. In fact, USDA does not now pretend that there will beany improvement. 
Minnesota dairymen received about $2.95 per hundredweight in April on milk for 
manufacturing use. 

The USDA Dairy Outlook for 1960, issued last November, predicted that prices 
for manufacturing milk would be about the same in 1960 as in 1959. 

This prediction was reaffirmed in the recent April 15, 1960, Dairy Situation 
report which indicated that no price improvement need be looked for. 

“Prices to farmers for milk and butterfat in 1960 will be approximately the 
same as in the past 2 years,” declared the Outlook and Situation Board in that 
report. 

It should be crystal clear now to everyone that a sample balance of supply and 
demand will neither assure a fair price to the producer, nor relieve the need for 
a dairy price stabilization program. 

Similarly, the experience of 1959 and 1960 should be a lesson to those who have 
advocated stabilization programs based upon the premise that a balance of supply 
and demand would automatically result in parity prices or at least in near-parity 
levels. 

The important thing is not whether supply and demand are now in theoretical 
or actual balance. There could be a supply and demand balance at any one of 
many different price levels. Supply and demand may be in balance, as they are 
now, with extremely serious economic consequences for the producers. 

The important thing is to attain a situation in which there is a balance of 
supply and demand at a price which permits the producer to earn a fair return 
for his labor and investment. 

This is a fundamental thing to keep in mind in the design of any dairy pro- 
gram. It also explains why it is impossible from a practical standpoint to 
design a dairy stabilization program which will achieve anything substantially 
better than 75 percent of parity returns without provisions for managing the 
volume of milk going on the market. This may be done through deficiency pay- 
ments, compliance deposits, or market allotments. The technique is not so 
important as the overall aim of avoiding the production of milk for which there 
is no market at a reasonable price. 

Your hearing today pertains to the short-range revision of the dairy program 
under existing legislation. This bill, H.R. 12238, provides for a modest increase 
in the minimum support level, raising manufacturing milk to $3.25 per hundred- 
weight and butter to 60 cents per pound. This would be a 19-cent increase on 
milk and a 3.4-cent increase on butterfat. 

We support this bill as an emergency measure, and only as such. The support 
increase would constitute a small but measurable improvement for the dairyman, 
but even at $3.25 and 60 cents would leave the producer in a difficult economic 
position. 

Any really major improvement in the dairy situation will have to be sought 
through basic changes in the milk program and will require new, improved, and 
considerably different legislation than we now have. 

As to the bill now before the subcommittee, H.R. 12238, we believe that it is 
justifiable from the standpoint that the current $3.06 support does not constitute 
75 percent of parity as required in the law. 

The current support level is actually less than 70 percent of parity, based upon 
the method of calculation existing before the present Secretary of Agriculture 
began tampering with the computations. 

In 1952, the parity equivalent for manufacturing milk was calculated as 88.5 
percent of the parity value of all milk, wholesale. Step by step and year by 
year, USDA has reduced the parity value of manufacturing milk until today it is 
only the equal of 80 percent of the parity value of all milk, wholesale. This re- 
duction of 8% percent has been made at a time when production costs on manv- 
facturing milk have been moving closer to those on fluid milk, rather than 
receding. 

The cheapening of the parity equivalent for manufacturing milk has resulted 
in support rates about 30 cents per hundredweight less than would prevail if 
the old system of computation were still in effect. 

Thus, it is possible that the objective sought in the bill before the subcommit- 
tee could be achieved either by a statutory increase in the minimum support 
level as proposed, or by a provision restoring the parity value of manufacturing 
milk. 

Any future bill for major dairy legislation should include provision for a more 
realistic parity equivalent for manufacturing milk. Since the cost of produc- 
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tion of manufacturing milk and fluid milk is identical or very nearly identical 
in most areas, there is no longer any justification for so wide a spread between 
the parity figures on the manufacturing milk and fluid milk. 

The Johnson bill, H.R. 6750, takes a conservative approach in providing that 
the parity equivalent for manufacturing milk be established at not less than 
90 percent of the parity value for all milk, wholesale. 

Mr. Jounson. If you have a further statement to make, you may do 
30 how. 


STATEMENT OF JOHN BAKER, NATIONAL FARMERS UNION 


Mr. Baxer. Mr. Chairman and members of the committee, I might 
summarize, 

First he says that we support this bill as an emergency measure, and 
only as such. The support increase would constitute a small but 
measurable improvement for the dairyman, but even at $3.25 and 60 
cents would leave the producer in a difficult economic position. 

Another point Mr. Christianson makes that I would like to urge 
the subcommittee very strongly to consider, is that he suggests that 
it would be well if your subcommittee would arrange to hold some 
feld hearings during the recess in the major dairy areas of the coun- 
try. It might be well if the subcommittee would take advantage of 
the recess to discuss with the dairy farmers in the various parts of 
the country what ought to be in the total milk program. 

Mr. Jounson. Thank you. 

Mr. Baker. Thank you. 

Mr. Jounson. The next witness is Mr. William C. Eckles, the 
general manager of the Pure Milk Products Cooperative. We will be 
glad to hear from you now. 


STATEMENT OF WILLIAM C. ECKLES, GENERAL MANAGER, PURE 
MILK PRODUCTS COOPERATIVE, FOND DU LAC, WIS. 


Mr. Eckuies. Mr. Chairman, and members of the committee, I am 
happy to be here and happy to have the opportunity to speak with 
you on this need for shoring up and improving the dairy price situ- 
ation in anyway possible. 

I want to compliment the chairman of the committee for his cour- 
age and foresight in introducing such a bill and the other Congress- 
men who have done likewise. 

There are two strong points in favor of this legislation, it seems to 
me, that anyone would have difliculty overlooking. 

One of them is that the President himself 2 years ago, or 4 years 
ago, in 1956, saw fit to raise the support price to $3.25 on his own 
initiative or the advice of other interests, at a time when the farm 
prices squeeze was less severe than it is currently. 

And the other one is that $3.25 minimum level for the remainder of 
this marketing year and the subsequent one would not be a price level 
exceeding that which has been paid to farmers for milk on a national] 
basis by more than a penny or two. 

I have a prepared statement, Mr. Chairman and if it is agreeable 
with you I would just as soon insert it into the record without reading 
it and making a few additional comments and maybe answer some 
questions if you so desire. 
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Mr. Jounson. You may do whatever you wish. Your statement 
will be made a part of the record at this point if that is your desire, 

(The prepared statement of William C. Eckles, Pure Milk Products 
Cooperative follows :) 


STATEMENT OF WM. C. ECKLES, PURE MILK PRODUCTS COOPERATIVE, Fonp pu 
Lac, WIS. 


Pure Milk Products Cooperative is a bargaining and service association 
representing about 15,000 dairy farmers located throughout the State of Wiscon- 
sin and in parts of Illinois and Michigan. About a third of our members are 
supplying grade A milk to numerous fluid markets. The remainder are engaged 
in the production of milk for various manufactured dairy products. 

Pure Milk Products Cooperative urges adoption of H.R. 12238, introduced by 
Congressman Lester Johnson, to establish the minimum price support level for 
milk and butterfat at not less than $3.25 per hundredweight and 60 cents per 
pound respectively for the remainder of the 1960-61 crop year and until March 
31, 1962. This move to bring the minimum price support level up to that of 
the average price paid for the past 2 years is of vital importance to every 
producer of manufacturing milk because of the ever-increasing production costs, 

The maintenance of an abundant supply of high quality dairy products is 
vital to the health of our Nation. Farmers must be kept financially able to main- 
tain their facilities and equipment up to date and operationally capable of the 
production and preservation of high quality milk. We believe such an objective 
requires that farmers receive at least the average price paid for the past 2 years, 

This step is important, not only to the welfare of the dairy farmer and the 
consuming public, but also to prevent further business declines in the many cities 
and villages in which the economy is tied directly to their positions as trading 
centers for dairy farmers. Such centers suffer serious hardship when farmers 
do not have the necessary money to make normal replacements of wornout 
buildings and equipment, or to keep up their normal expenditures for fertilizer, 
supplies, insurance, and the many other things that are necessary to keep a dairy 
farm in operation as a sound production unit. We think the minimum price 
support level for milk proposed in H.R. 12238 is absolutely necessary in order 
that all segments of our national economy related to dairy production may be 
kept in a sound and healthy financial condition. Unless dairy farmers have the 
income, related farm supply businesses will suffer further. 

Our own members are suffering financial hardship as their incomes reflect the 
lower levels of milk prices and higher production costs that have developed since 
the close of World War II. This cost-price squeeze becomes even harder on the 
farmer as he recognizes the sharp increase in income that has been achieved by 
his industrial worker friends and relatives. 

In recent years we have submitted questionnaires to the delegates attending 
our annual conventions, asking that they answer certain questions and return 
them, unsigned, in an attempt to help us to evaluate financial trends among our 
membership. Those delegates are largely the solid dairy farm leaders of their 
communities. Most of them are operators of good, family-type dairy farms in 
their areas. For example, the average delegate who attended our last convention 
in October 1959 reported that he had 29 milk cows in his dairy herd and received 
80 percent of his farm income from dairying. 

Last fall, 69 percent of our delegates reported that financial returns from their 
farms were not as good during 1959 2s in the previous year. Equally significant 
was the fact that 34 percent reported an increase in the number of milk cows 
ou their farms during the preceding year while only 9 percent reported a decrease 
in the size of their dairy herds. 

We believe these answers are typical of a futile but ever-present effort on the 
part of Wisconsin dairy farmers to maintain their income and stay in business 
in the face of declining prices. As net income declines due to big cost increases, 
they try to offset the loss by selling more milk, even though it may mean over- 
crowding of facilities and less adequate care of the herd. Yet, as other farmers 
attempt to solve their financial problems by the same means, total production 
increases further, prices decline, and farm income drops even lower. We think 
the trend can be expected to continue as we pursue a policy of lower and lower 
price-support levels, especially in those areas where small opportunity exists for 
farmers to convert to some other type of farming. 
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It was with great concern that we read reports of the U.S. Department of 
Agriculture that net farm income was 15 percent lower in 1959 than in 1958, 
and that further decreases of 7 or 8 percent are expected in 1960. Farmers were 
not in a financial position to withstand such a shock. In 10 years prior to 1958, 
farmers had experienced an increase in net per capita income from all sources 
of only 22.5 percent while per capita net income of the nonfarm population from 
all sources increased 40 percent. Thus, prospects point to the loss during 1959 
and 1960 of any gains in net income which farmers have made during the previous 
10 years, while the income of nonfarm people continues to rise. 

Farm costs have increased by about one-sixth since World War II, and continue 
to increase further each year. Farmers face further pressures from the cost- 
price squeeze. The low prices which farmers receive for their products generally 
result in wider spreads between farm prices and prices paid by consumers. 
Occasionally they do bring lower prices in food products for nonfarm people, 
but we believe most nonfarm workers have had increased incomes sufficient that 
they do not need further aid at the expense of farmers. 

In the interest of a sounder economy for all, we ask that dairy farmers be 
given the protection of minimum prices which are scaled somewhat in line with 
that given nonfarm people in the form of minimum wages. Farmers have helped 
to support minimum wages of city people by paying the higher costs in the pro- 
duction items purchased. They have helped subsidize the food costs of city 
consumers by the sale of unreasonably cheap farm food products. 

We urge that Congress begin to correct tbe serious inequities which have 
developed between farm incomes and those of nonfarm people by the adoption 
of H.R. 12238 to increase the minimum milk price-support level to $3.25. 


Mr. Ecxers. I should like to make a few comments relating to it 
and see if you have any questions that you want to ask. 

Our organization is one that reaches into the field of manufactur- 
ing milk producers as well as fluid milk producers in Wisconsin and 
a few producers in Michigan, in the Upper Peninsula, and the north- 
ern areas of Wisconsin. It is an or ganization that knows and under- 
stands the manufactured milk producers price problems, as well as 
the fluid producers price problems. We have producers on the Chi- 
cago fluid market, the Milwaukee market. 

Mr. Jonnson. Excuse me for interrupting, but I notice that the 
president of the organization is sitting in the audience. Do you wish 
tocome forward and testify, too? 

Mr. Ecxers. I would like to have him come up and sit with me. 
This is Mr. Paul Affeldt, the president of the Pure Mitk Products 
Cooperative. 

Mr. Jounson. You may proceed. 

Mr. Ecxers. What we are doing in this legislation, if it is passed, 
is shoring up and putting a foundation under the dairy farm prices 
that would give the dairy farmers a little more assurance that these 
prices for dairy production might not drop off to the $3.06 level in 
the course of the marketing year or the subsequent year unless im- 
proved dairy legislation be passed and dev eloped. 

This increase in support level over the existing minimum is only 
about 5 percent. And it is my candid opinion that with the experi- 
ence you have had in the last year or two with nominal amounts of 
extra milk being produced over and above that consumed by the 
American people at the prevailing prices that it is just as sound and 
reasonable as the reserve that was in the surplus. I do not like to 
think of it in terms of surplus 3 all. I do not think that the people 
in Arizona and Montana and New York City could have Stier 


available to their consumers every day if it had not been that the 
American dairy farmers produced an extra 2 or 3 percent of milk 
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over and above that which was actually consumed by the buying 
public. 

The support program purchases were quite normal, I think, when 
they represent less than 3 percent of the support program that is in 
operation now, in a sense supplementing or replacing the storage pro- 
gram, and the carrying of the additional reserves that are needed 
to supply the consumers in the form of Government handling rather 
than commercial channels. 

Mr. McInrme. Do you think that it is prefer: able that the program 
go forward at the levels in which the Government does storing 

rather than private industry ¢ 

Mr. Ecxers. My personal opinion is that it is a more acceptable 
program, to have the Government doing it. 

Mr. McIntire. You prefer that the Government store its own 
inventories rather than letting this be handled by private industry? 

Mr. Ecxers. If there was some way to have the industry be sure 
that they would pay the price that w ould reflect itself to the produe- 
ers, I think it would be fine, but I do not know of any approach to 
getting that done. 

Mr. McIntire. And you would have the Government rather do it, 
to keep up the prices? | 

Mr. Ecxets. I think that is the only way to do it. 

Mr. McIntire. But the price is the overriding thing? 

Mr. Ecxets. Yes, I think so. 

Mr. McIntire. Whether or not the industry within the context of 
that can so function is secondary to the price which the producer 
receives ¢ 

Mr. Ecxets. I feel so myself having been in the work of marketing 
for a long time. I see no objection. Probably it is preferable for 
industry to be required to pay these prices and to handle this job 
themselves, if there was a way of going at it. What it does now, in 
a sense, the Government furnishes them the computation to pay the 
price by offering to buy this quantity that they themselves do not 
want to take, in my opinion. 

I think the shoring up of the support level to the $3.25 price is very 
sound in the face of Government itself, the administration itself in- 
creasing these import quotas and foreign-type cheeses. We have 
many producers, one-half of our 1.500 members deliver milk to cheese 
and manufacturing plants in the State of Wisconsin and Upper Pen- 
insula of Michigan. And the doubling of the quotas and some of 
these foreign-type cheeses that will be imported—and it will come 
in—will, in my very candid opinion, reduce the amount of that milk 
that Wisconsin and New York and Minnesota farmers will have made 
into these foreign types of cheeses and move it back into a product 
that the Government. will buy in either Cheddar or butter or solid 
fats and in the form of powder. So I think it is important that the 
action taken by the administration in increasing these quotas be offset 
or equalized by putting the support level up here at a point where I 
can see no one should have any objection to it myself. 

Mr. McIntire. I am very much interested in the observation you 
have made. I would like to take a little bit out of the milk program 
for some of our products in my State, because in my district I have 
the same problem with reference to such products as clothespins and 
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paintbrush handles. Do you think that the Government should pur- 
chase those in order to help us and to cut down any imports of those 
products { (iy 

Mr. Ecxers. I am not acquainted with those commodities, 

Mr. McIntire. I am speaking of the principle of the thing. 

Mr. Ecxers. As to the principle, dairy products are a basic food 
for the consumer. 

Mr. Jounson. They are buying diet milk and cheese. They are 
su porting them now. 

Mtr. McInrire. I have to rationalize with my own people. I was 
just interested in your observation along that line. 

Mr. Ecxets. My observation is that if you can find a more essential 
and a more necessary product than milk and dairy products for the 
health and welfare of the American public, not only is that good for 
the health of the individuals but for the economy of agriculture, I 
just do not know what it is. 

Mr. McIntire. I am very much in favor of it. 

[ am not one of these people who will not vote against reciprocal 
trade agreements and who will still howl about imports at the same 
time. I vote against them. I am very much in favor of protection. 
I am very muc h in favor of the limitation of imports on dairy prod- 
ucts. I think that we have got to protect our American economy in 
order to sustain a strong economy. And I do not see how you do it 
by exposing our American industry to an excessive amount of imports. 

I do not. follow that line of reasoning, but I am a minority in this 
body in that kind of thinking. 

Mr. Ecxets. I am not too well versed on foreign trade and imports 
and so forth, but it would seem to me to be quite logical that if we 
are willing to increase the import quotas on dairy products that we 
should not have any objection to moving our price ‘levels up to protect 
our farm income to that level which we have experienced for 2 years 
It is about as simple as that. I think that I can explain that to the 
Wisconsin dairy poder without too much trouble, put as this price 
adjusts to $0.36 from $0,322 or $0.323 level on a national level in the 
next 2 years, I think that it would be quite serious. 

Mr. Prenie. With further reference to the imports, will you relate 
the figure now ified to that previously submitted ¢ 

Mr. Eckurs. I do not have the specific figures. I heard them re- 
ferred to earlier by another witness. Dutch cheese imports, Edam, 
and Gouda increased by $4.6 million, it doubled roughly. I do not 
know the pounds, but it was roughly $4.6 million as testified to here. 

And the Italian type of cheese was 25 percent increased. We know 
this, that the price levels paid by manufacturing plants in Wisconsin 
the past year or so, have been thoroughly influenced by the competition 
from those plants that are producing who have moved into the pro- 
duction of Italian type of cheese in the last 2 or 3 or 4 years, into Edam 
and Gouda types of specialty cheeses. The demand for those has 

been good. And those folks have moved in from Cheddar cheese pro- 
duction into the Italian type of cheese production and the other, and 
it has generated some competition here that has been quite healthy for 
the dairy farmers in Wisconsin. And to find imports being ine reased, 
{am quite fearful that as the person who represents these 15,000 
farmers, we have weakened bargaining position for the members by 
having it moved back into Cheddar and the like. 
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Mr. Prrnte. Those items at the present time being produced here? 

Mr. Ecxxes. I do not know whether there is what you would call a 
surplus of them or not, but there is a sufficient quantity being produced 
to supply the consuming public in my opinion. 

Mr. Pirniz. Are ( ‘overnment purchases being made in that field ¢ 

Mr. Ecxtgs. No, they do not buy any of these specialty type cheeses. 
They buy Cheddar only, and butter and the powdered, skim, or dried 
milk solids, nonfat. 

Mr. Qute. Would it not be true that the only way to determine 
whether there is a surplus or not of any spec ific commodity j is only 
upon the basis that Government purchases ¢ 

We can establish the surplus of butter, and the surplus of Cheddar 
cheese produced. 

Mr. Ecxtues. I think that that is essentially correct. We have to 
limit it to those items that are being pure hased. The price levels on 
these othe ‘r products have remaine d relat ively good, because of the 
competiti ve price they have been paying the farmers to produce these 
in our area at least. There has been a big movement, what I consider 
big, they plan moving from Cheddar production over to these Italian 
types of cheeses in Wisconsin in the last few years. 

Mr. Jounson. Are there any further questions ? 
If not, Mr. Affeldt, do you wish to make a statement / 


STATEMENT OF PAUL AFFELDT, PURE MILK PRODUCTS 
COOPERATIVE 


Mr. Arrecpr. Mr. Chairman and members of the committee, I 
think that this legislation is vitally necessary to the farmers, that 
is the dairy farmers of Wisconsin, Minnesota, and Iowa. And I say 
especially to all dairy farmers. 1| think we have often been accused 
of being a surplus State. So I think, perhaps, we would get a little 
more direct benefit out of it. I do not feel that there would be too 
much of a switch. I think that the farmers t.. the last 2 years have 
held production to a pretty close pattern. I do not think that the 
farmers in Wisconsin and certainly, in the squeeze were being forced 
to take a lot off, whether they w: anted to or not. Technological ad- 
vances have come so fast for the dairy farmers especially—Mr. Quie, 
where you asked a question there several times which : am vitally 
interested in, whether the prices are too high, whether beef and hog 
farmers would be jumping back into the dairy business—but I think 
that with the technological advances coming so fast in dairying that 
it just is not too easy to switch back like we could 10 or 15 years ago. 
Mechanical cooling is going to be pushed a whole lot further than it 
has been in the past, and with higher quality standards and all of 
that is going to be enforced and pushed. I am glad to say that our 
State of Wisconsin is going to be one of the le aders in this field. I 
just do not believe that it will be so easy to have a switch in the pattern 
as we have had in the past. 

I would like to state that when I studied farming—that when I 
started farming in 1933—I went to the county agent “and he told me 
that I had to diversify. He said “if you are going to stay in farm- 
ing, diversify—do not put all of your eggs in one basket.” 

At the same time in 1933 when I went to a butcher shop, I knew 
that I was in a butcher shop, and when I went into a drugstore, I 
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knew that I was in a drugstore. But today, that same county agent 
will tell me that I have to be a specialist, that I cannot have m 
fingers in every pie, that I have to be a specialist and be in one field. 
And now when f go into a Butcher” shop, I am not sure that I am 
in a butcher shop or in a drugstore. 

What I am trying to point out is that the tradition of the farmer 
and the small businessman has reserved. The small businessman 
used to be a specialist. Now he has diversified. The farmer used to 
be diversified, and now he isa specialist. 

I, certainly, think that unless the farmers and the dairy farmers and 
all farmers in this country are given protection in the next 10 years, 
the revolt that we thought took ‘place 1 in labor will be very mild com- 

vared to the revolt that is going to be taking place in agriculture. 

[ think that when we get our farm numbers down to the point where 
farmers are going to be setting the price, I think that the consumers 
will be in a very undesirable position. 

I do not like to see agriculture come to that point of view, but I 
think that it is being forced that w ay. 

I have come down here and appeared before committees for the 
last 3 or 4 years. We have been told invariably that if farm organiza- 
tions would get together that we could have anything that we wanted. 
I have come down here this year and have seen every farm organiza- 
tion in the State of Wisconsin behind legislation. I am certainly 
not bringing politics into this thing at all, because Congressmen on 
both sides have told me this story in the past, but I am beginning to 
wonder what are you going to tell us now that we have gotten to- 
gether—what will you tell us? 

I do not think that we can ever get 100 percent of that but I think 
that in our State I can get 90 percent of the farmers behind any given 
piece of legislation. I think that holds true of Minnesota, too. I 
think that it holds true of Iowa also. 

IT just do not know what the answer is. 

Tam happy to see the farm organizations get together. I would be 
the first to admit that there is no one farm or ganization big enough 
todo it alone. I, certainly, would not go back home and tell my mem- 
bers that we could do it alone. I would not insult their intelligence, 
because the farms are so small, that if we all get together, we will 
have trouble enough. 

Thank you for listening to my tirade, in getting off the subject a 
little bit, but I just had that on my chest, and you were kind to sit 
and listen. 

Thank you a lot. 

Mr. Jounson. Are there any questions ? 

Mr. Coap. I want to ask what bill is 100 percent supported by all 
of the farm organizations ? 

Mr. Arretpr. I think the most recent one would be the one intro- 
duced by Mr. Johnson. The National Milk Sanitation Act. 

Mr. Jounson. And Mr. Coad introduced one. 

Mr. Arrevpr. I think we had every farm organization that I know 
of in Wisconsin here on it. Naturally, I am glad to hear that you 
introduced it. 

Mr. Jounson. As I said, Mr. Coad introduced it too. 
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Mr. Qui. I authorized such a bill also. They were 100 percent in 
Minnesota and Iowa and Wisconsin for our milk sanitation bill, but 
this is not the case in all parts of the country. 

Mr. Jounson. We have not got the support of New York City. 

Mr. Arrevpr. I would like to make this statement that I am Yall 
ing about Yarm organizations in Wisconsin and not nationally. How- 
ever, I do think that even nation: ully—— 

Mr. Coap. There is a big difference. 

Mr. Arreipr. That is true, there is a big difference. 

Mr. Pirnte. Did you say that the farm organizations in Wisconsin 
agree ¢ 

Mr. Arrevpr. I absolutely do not mean to infer that. However, I 
do feel that nationally the farm organizations are working more 
locally together than in the past. 

Mr. Pirnte. I agree with you. 

Mr. Arretpr. I do not wish to infer that it is 100 percent. 

Mr. Prrnte. I have always felt that it was helpful when you were 
attempting to construct legis: ation if those engaged in the activity 
should come forward with a : proposal. 

Mr. Arrevpr. Maybe I was not quite fair with the Congressman. 
I do not wish you to infer that I envy the job that you men have to 
do. You certainly have a lot of people to answer to. I think, cer- 

tainly, you should use your own judgment and your own knowledge 
on legislation. 

I know that the opinions of farmers differ, not only State by State, 
but county by county, in my own State. I think that in the past 
you will have to agree that the farmers have been told not only by 
Congressmen and Senators but by their own farm leaders, that if 
they would just get together that they could write their ticket. I 
mean anything that is reasonable. I do not mean anything else. 

Mr. Pirxie. Of course, you understand that there are great many 
different ideas in this country and a great many different enterprises 
in this country, with a great many viewpoints. We have to be care- 
ful not to establish a precedent which we are not able to follow across 
the board. We try to be fair to all segments of the economy although 
we are particularly interested in trying to strengthen the agricul- 
turaleconomy. This committee is c harged with that obligation. But 
sometimes it is not as simple as it may seem to those who are close to it. 

Mr. Arrevpr. I certainly apprec iate that remark. I, also, appreci- 
ate that there is a difference of opinion on this committee and in 
every farm organization and in every other field. I am glad to hear 
that; because if there was only one viewpoint there would only be the 
necessity of having one person down here. 

Mr. Qum. I think that you have made a very good statement as a 
whole. One part I do not agree with is that if the farmers had enough 
~— over their markets it would be dangerous for the consumer. 

I do not think that is true. All of the farmers I have known who 
have handled their own bargaining negotiations, and who are in coop- 
eratives, have used real sound judgment. It is a matter of negotiat- 
ing for a price for their product. These cooperatives do a good job 
when they actually negotiate for the price, and should do more of it, 
improving their methods. I think you have made great strides in 
your organization from my observation. My hat is off to you. 
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Mr. Arrecor. I will agree with you. I think that the point that 
I was trying to bring out is that I think the farmers are being squeezed 
out so fast and that the farming operations are getting so big and 
integrated that it is becoming a problem. For example, take my own 
hometown. We used to have five machine dealers. Today we have 
two people in the business and I would not call them machine dealers. 
That is not fair. 

The farmers are being forced off the farm to the city to get work. 
So they are not buying tractors. And the machine dealer cannot 
sell them. So he goes out of business. The custom operators come 
in and do the custom work for the farmers who are working in town. 
The machinery they operate and buy is large equipment, because 
they have to move from one farm to another and get the job done. 
I think this is a bad situation when farmers are being forced to go 
into town and take jobs away from other labor, others who should be 
holding them. And the farmers that I have talked to do not want 
to be taking these jobs in the city, but they are forced into it. 

I would say that 75 percent of the farmers in Wisconsin the last 8 
years have been living off of their depreciation. In other words, the 
money they have set aside to depreciate the tractor when it is worn- 
out, is money that has been spent and is being spent and it is not there 
anymore. They have lived off of that depreciation. 

Mr. Jounson. Are there any further questions? If not, we thank 
you, Mr. Affeldt. Mr. Eckels. 

Mr. Ecxers. Thank you, gentlemen. 

Mr. Arretpr. Thank you. 

Mr. Jounson. Before I call the next witness, let me say that all 
members who have filed bills will be permitted to file a statement in 
the record. 

(The statements follow :) 


STATEMENT OF HON. Ropert W. KASTENMEIER, A REPRESENTATIVE IN CONGRESS 
FROM THE STATE OF WISCONSIN 


Gentlemen, I thank you for this opportunity to appear on behalf of my bill, 
H.R. 12364, which is identical to the measure introduced by CongresSman Lester 
Johnson, H.R. 12238, with respect to the price-support level for manufacturing 
milk and for butterfat. A large proportion of my constituents are actively 
engaged in the dairy industry and are vitally concerned with these measures. 

As you well know, these bills call for an increase in the support level for 
manufacturing milk and butter to $3.25 per hundredweight and 60 cents per 
pound, respectively, for the period from July 1, 1960, to March 31, 1962. Support 
prices for the last marketing year which ended March 31, 1960, were $3.06 for 
manufacturing milk and 56.6 cents for butterfat, or the equivalent of 77 percent 
of parity for that marketing year. 

The prices actually received by farmers for the 1959-60 marketing year aver- 
aged $3.23 a hundredweight for manufacturing milk and 59.5 cents a pound for 
butterfat. 

But this average can give us little comfort, because many farmers received 
only the far lower price paid by the Government. In fact, nearly 10 percent of 
the nonfat milk solids marketed by farmers during the year were bought by the 
Government at its low prices. This 10 percent was purchased by a number of 
agencies. During the 1959-60 market year the Commodity Credit Corporation 
purchased 136 million pounds of butter and 50 million pounds of cheese. The 
Agriculture Department also purchased 857 million pounds of nonfat dry milk, 
Additional purchases of milk were made to supply the children’s milk programs 
and the military. Clearly a substantial number of farmers received only 77 
percent of the parity price for their production. 
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Other witnesses have recited to you what this means to the dairy farmer who 
must meet his mortgage payments, replace his equipment, and feed and clothe 
his family in the face of constantly rising prices and decreasing returns. This 
constant pressure against a sizable segment of the dairy farmers is one of the 
crucial factors in the nearly complete destruction of family farming in America 

These bills would ease this pressure by assuring the dairy producer of 
receiving a price at least equal to the average price for the past market year. 
In view of the apparent lack of interest by the administration in the plight of 
the dairy farmer during this last year of its term, Congress has the responsibility 
to view the facts and to act now to prevent a further deterioration of the 
Nation’s farm economy. 

Thank you for affording me this opportunity to discuss these bills. 





STATEMENT OF HON. GeraALp T. FLYNN, A REPRESENTATIVE IN CONGRESS FROM 
THE STATE OF WISCONSIN 


I appear in support of the bill which T introduced, H.R. 12889, and in support 
of the adoption of H.R. 12238, introduced by Congressman Lester Johnson of 
Wisconsin. My bill is identical to his and its purpose is to establish the mini- 
mum price support level for milk and butterfat at not less than $3.25 per 
hundredweight and 60 cents per pound, respectively, for the remainder of the 
1960-61 crop year and until March 31, 1962. This would result in bringing the 
minimum price support level for milk up to that of the average price paid for 
the last 2 vears. It is of vital importance to every producer of manufacturing 
milk because of the ever-increasing production costs and the ever-lowering net 
income of dairy farmers. 

I introduced this bill and support Congressman Johnson's bill for a very 
practical reason. It is not a selfish reason—it is an essential reason. The 
reason is that dairy farmers in my district in Wisconsin and in the Midwest 
generally are not receiving a fair and adequate price for the milk they produce, 
The price of their milk has gone downward while the price of everything else 
has gone up. Thousands of dairy farmers have been forced to sell out. Other 
thousands are hanging on because the husbands are working in a shop in town 
while the wives milk the cows. In order to pay the farm bills, the farmer must 
receive a higher price and the support price should at least be equal to the price 
he has received over the last 2 years because the market price for the last 2 
years has been a depressed price—an unnatural price—and a price resulting 
from a surplus which was low because the law of supply and demand dictates 
that the price shall be low when the surplus is high. 

I feel that we should do justice and equity to the dairy farmer. The dairy 
farmer is not asking for anything he is not entitled to, in asking that he will 
receive protection from a minimum price which will be closer to the price paid 
for commodities he must purchase. 





TESTIMONY OF WALTER F. MONDALE, ATTORNEY GENERAL, STATE OF MINNESOTA 


Mr. Chairman, I appear in support of this bill because it is my firm conviction 
that the Secretary of Agriculture has not been supporting the price of milk 
in accordance with the terms of the Agricultural Act of 1949, as amended. 

To properly understand the basis for that statement it is necessary to review, 
at some length, the history of the dairy price support program under present 
law and prior laws. It is necessary too, to examine what has happened to the 
price received by the midwestern dairy farmer from 1952 to the present time. 

Probably no segment of agriculture has been more unfairly treated during the 
past 8 years than has the midwestern dairy farmer. We have only to compare 
the prices he was receiving for milk in 1952 with the price received in 1958 and 
1959 to see that our dairy farmers in the Midwest are facing a crisis that is 
forcing many of them out of farming. 

In 1952, the average price received by farmers in this area for all milk mar- 
keted was over $4 per hundredweight. In 1950, Minnesota dairy farmers re- 
ceived, on the average, approximately $3 per hundredweight for this same milk. 

During this same period the parity price for all milk sold by farmers—the 
price which represents the fair exchange value for 100 pounds of milk—went 
up from $4.75 per hundredweight to $5 per hundredweight. This means simply 
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that, in 1959, Minnesota dairy farmers were about $1.25 per hundredweight 
worse off than they were in 1952. I don’t know of any group in American ag- 
riculture that has been hit harder by the cost-price squeeze. 

The State of Minnesota has asserted, and now asserts again, that the support 
price for milk established by the Secretary of Agriculture is below the level 
authorized by law; that the Secretary has failed to carry out the intent of Con- 
gress as expressed in section 201 of the Agricultural Act of 1949; and that the 
failure has resulted in losses of hundreds of millions of dollars to the midwest- 
ern dairy farmers. 

The Agricultural Act of 1949, as amended, directs the Secretary of Agricul- 
ture to support the price of whole milk, butterfat, and the products of such 
commodities, respectively, at not less than 75 percent and not more than 90 
percent of parity through loans on or purchases of the products of milk and 
putterfat. Discretionary authority is given the Secretary to adjust the level 
of support between 75 and 90 percent of parity as may be necessary to assure 
an adequate supply. 

The Department of Agriculture publishes the parity price of ‘all milk sold 
wholesale” each month. This represents the parity price of all milk sold by 
farmers and is calculated by multiplying the parity index of prices, interest, 
taxes, and wage rates paid by farmers by the base price as defined in the Agri- 
cultural Act of 1949, as amended. 

The term “all milk sold wholesale ” represents an average of the prices re- 
ceived by farmers for all milk and includes milk eligible for fluid use and milk 
of manufacturing grades. The Department also publishes monthly the actual 
average prices received by farmers in each State for all milk sold at wholesale 
to plants and dealers, This actual average price received may then be com- 
pared with the computed parity price to determine farmers’ average returns as 
a percentage of parity. 

When this is done, it is found that Minnesota dairy farmers in 1959 received 
on the average about 63 percent of parity for all milk sold. This compares with 
88 percent in 1952. 

It is apparent that while the act calls for the support of milk at a percentage 
of parity, the Secretary does not, in fact, use the parity price of “all milk whole- 
sale’ to establish the support level. Instead, he computes a “parity equivalent 
for manufacturing milk’? based upon the relation of the average price paid by 
processors to farmers for manufacturing milk during 10 calendar years imme- 
diately preceding the date of computation to the average price received by 
farmers, countrywide, for all milk sold wholesale to plants and dealers. The 
percentage figure derived from that computation each January is used during 
the ensuing calendar year to establish the support price for milk. 

For the marketing year 1960, the parity price for “all milk wholesale” is 
approximately $5 per hundredweight. The parity equivalent for manufacturing 
milk is approximately $4 per hundredweight ($5 times 80 percept). On that 
basis the Secretary announced that he would support the price of milk during 
the 1960-61 marketing year beginning April 1, 1960, at $3.06 per hundredweight 
(77 percent of the parity equivalent price for manufacturing milk). 

If actual parity had been used instead of the “parity equivalent for manu- 
facturing milk,” then the minimum support level for the 1960-61 marketing year 
would have been $3.74 per hundredweight. 

The Secretary of Agriculture has administratively amended the Agricultural 
Act of 1949 by designating “manufacturing milk” rather than “whole milk” 
as the nonbasic commodities to be suppurted. 

The act clearly requires the Secretary to support the price of whole milk “at 
not less than 75 percent of the parity price therefor.” The only parity price 
of whole milk ever published or known to the Congress when it adopted the 
1949 act is the parity price for “all milk sold wholesale,” which is based on 
the average price received for both fluid milk and milk used for manufacturing 
purposes, 

The Secretary is directed to support the price of whole milk by purchasing its 
products. In terms of the products of milk, neither the law nor the market 
differentiates fluid from manufacturing milk. In terms of the products of milk, 
there is no difference in value between fluid and manufacturing milk. 

The origin of the concept of a “parity equivalent for manufacturing milk” 
can be traced to the Agricultural Act of 1948. That act authorized the See- 
retary of Agricultare to provide price supports for the so-called Steagall com- 
modities at “90 percent of parity or a price comparable to parity” for milk 
and its products. The Steagall amendment was adopted in 1941. Under the 
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Steagall amendment a support program had been announced in 1941 for evapo- 
rated milk, dry milk, and cheese at a price level computed to return to producers 
90 percent of a price comparable to parity for manufacturing milk. Price sup- 
ports were not mandatory under the Steagall amendment. Support operations 
were conducted only by virtue of specific announcements by the Secretary of 
Agriculture under his discretionary authority. 

The program was continued by the Agricultural Act of 1948. While the 1948 
act appeared to direct the Secretary of Agriculture to support the price of milk 
and its products at 90 percent of parity, it did not spell out in specific terms 
the manner in which this was to be done. 

Under the 1948 act, the Department of Agriculture took the position that so 
long as the average price received by farmers in the United States was over 
90 percent of parity, the Department was not required to engage in support 
operations. However, pursuant to his discretionary authority, the Secretary 
of Agriculture, in 1949, did enter the market to support the price of milk going 
into manufacturing uses at a national average of 90 percent “of the parity 
equivalent price for manufacturing milk” through the purchase of butter and 
nonfat dry milk products.” 

The devastating effect on dairy farmers of an inadequate price support law 
was fresh in the mind of Congress when it wrote the Agricultural Act of 1949, 

The 1949 act, which is the present legislative authorization for the Secretary’s 
support operations, does not reenact those sections of the Agricultural Act of 
1948 relating to the support price of milk and its products. The new act adopted 
completely new language in defining those nonbasic commodities that the Secre- 
tary was required to support. The act also established a new basis for the 
determination of parity and provided a specific mechanism for supporting the 
price of whole milk. 

Instead of providing for the support of milk and its products at 90 percent 
of “parity or a price comparable to parity,” the 1949 act directed the Secretary to 
make available price supports to producers of whole milk at not less than 75 
percent of parity through the purchase of products of milk. 

About 50 percent of all milk produced is used in the manufacture of dairy prod- 
ucts. About 30 percent of all milk eligible for fluid use is utilized in the manufac- 
ture of dairy products. There is no logical basis for inferring that Congress 
intended, in the Agricultural Act of 1949, to differentiate between fluid and mann- 
facturing milk in the establishing of support price levels between 75 and 90 
percent of parity. 

It is my opinion that the Secretary of Agriculture is not carrying out the 
intent of Congress in his administration of the dairy price support program, 
I believe that a support price computed on the basis of a continually widening 
relationship between the price of manufacturing milk and fluid milk is unwar- 
ranted by law and is inequitable to the midwestern dairy farmer. 

I think it important that the General Counsel of the Department of Agriculture 
be required to explain or justify a support price based on something different 
from the parity price of milk as defined in the act. 

During the period before the enactment of the Agricultural Act of 1949, milk 
used for manufacturing purposes had been priced in the market at approximately 
90 percent of the value of all milk marketed. One of the purposes of the 1949 
act was to restore that relationship. When the 1949 act took hold it resulted in 
a support price of $3.80 per hundredweight during the 1951-52 marketing year. 

When the present Secretary of Agriculture came into office, he decided that 
the support price was too high, and in one stroke in 1954 dropped the support 
levels from 90 percent to 75 percent of parity—from $3.74 to $3.15 per hundred- 
weight—a drop that cost midwestern dairy farmers some $600 million in income 
for that year. 

But the effect did not stop there. It continues to be felt by farmers even today 
because of the manner in which the parity price for support purposes is calcu- 
lated. By basing the support price on relationship between the value of manu- 
facturing milk and all milk, the Secretary has created a built-in system for 
continually lowering the support level for milk and dairy products. The reason 
is this: When the Secretary decided to drop price supports to the minimum 
of 75 percent of parity in 1954, the price of milk for manufacturing purposes in 
the market automatically dropped and approached that minimum level. This in 
turn resulted in a drop in the relative vaiue of manufacturing milk to the average 
value of all milk marketed—thus setting the stage for the following year’s decline 
in the “parity equivalent” of manufacturing milk. 





214 Fed. Reg. 1703, 285, 5182. 
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That is precisely what has happened. From 1949 to 1954 manufacturing milk 
was priced at a level of 88% percent of the average value of all milk marketed. 
Betwen 1954 and 1960 manufacturing milk dropped to a level of only 80 percent 
of the value of all milk marketed. 

In dollars and cents it means simply this: For the marketing year 1951-52, 
100 percent of parity for all milk was $4.69 per hundredweight; for the mar- 
keting year 1959-60, 100 percent of parity for all milk was $5 per hundred- 
weight. However, during that same period 100 percent of parity for support 
purposes dropped from $4.15 per hundredweight for the 1951-52 marketing 
year to $3.99 per hundredweight for the 1960-61 marketing year. 

" This means that while parity for all milk has increased about 30 cents a 
hundredweight since 1952 the parity price for manufacturing milk has gone 
down about 15 cents a hundredweight. 

Several months ago the State of Minnesota through its attorney general tried 
to move the Department of Agriculture to a reexamination of its price-setting 
policy. A letter was sent to Secretary of Agriculture Benson asking him to call 
a hearing for the purpose of looking into the support price of milk. The 1949 
act requires the Secretary to call such a hearing upon the request of producers 
whenever the price of any agricultural commodity is seriously out of line 
with the price levels of other commodities. In the face of rising costs, a higher 
parity price for all milk, and nc serious surplus, we wanted to know from the 
Secretary how he was able to justify a support price for milk lower than the 
levels established in 1952. 

In response to that inquiry the Secretary informed us that he is required 
to hold a hearing only if the support price is “seriously” out of line. It was 
the position of the Secretary that the price of milk was not seriously enough 
out of line. He stated, ‘There does not appear to be adequate reason to hold 
a hearing on the relationship of the parity prices of milk and butterfat and 
those of other agricultural commodities.” 

The Secretary has attempted to justify his price support policy with respect 
to milk on two grounds: (1) That the law directs him to support the price of 
milk at such level between 75 and 90 percent of parity as he deems necessary 
in order to assure an adequate supply; (2) that the law authorizes him to make 
adjustments in support prices for grade, type, quality, location, and other 
factors. 

The “adequate supply” standard is also found in the law establishing Federal 
milk marketing orders. Before the Secretary may establish a Federal marketing 
order in any area he must determine that the parity price for milk in that 
market is not reasonable in view of the price of feeds, the available supply of 
feeds, and other economic conditions which affect market supply and demand 
for milk and its products in the marketing area; and that the marketing order 
is necessary to assure an adequate supply of milk. 

The establishment by the Secretary of Agriculture in all such markets of 
prices higher than 75 percent of the parity price for milk would appear to con- 
stitute a finding by the Secretary that in a significant number of marketing 
areas the prices returned to farmers are unreasonable. This would appear to 
indicate that the discretionary level at which the Secretary has determined 
to support the price of dairy products is too low or that the method of com- 
puting “parity” should be reexamined. 

While the law, of course, does permit the Secretary to make adjustments in 
support prices for grade, type, quality, location, and other factors, he cannot 
justify, on that basis, a parity equivalent price for manufacturing milk $1 per 
hundredweight below the parity price for all milk sold at wholesale. As noted 
above, the market makes no such differentiation. Nor does the law. 

The method that the Secretary of Agriculture is using to establish support 
prices for milk is causing, annually, a $40 million loss to Minnesota’s milk pro- 
ducers. It is imperative, therefore, that Congress take immediate action to 
correct a patent misuse of his powers by the Secretary of Agriculture. It 
appears that the Secretary has usurped the legislative authority of Congress and, 
in the guise of policymaking, has imposed on the dairy industry his own unique 
concept of dairy economics. 

The adoption of the bill now before this committee would materially improve 
the economic position of the midwestern dairy farmer and restore to him some 
measure of the price protection originally intended by the 1949 act. On behalf 
of Minnesota’s dairy industry, I strongly urge its adoption. 
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Mr. Jounson. Mr. Gilbert Rhode, president of the Wisconsin 
Farmers Union has requested permission to file a statement. And 
without objection, that may be done. 

(The prepared statement of Gilbert Rhode, president, Wisconsin 
Farmers Union follows:) 
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STATEMENT OF GILBERT C. ROHDE, PRESIDENT OF WISCONSIN FARMERS UNION, 
SUBMITTED TO THE HOUSE AGRICULTURE COMMITTEE ON THE DAIRY PRICE 
Support INCREASE BILL, H.R, 12238 


The recommendations in H.R. 12238, which provide for an increase in the 
dairy price support of the present minimum of $3.06 per hundredweight to be 
increased to not less than $3.25 per hundredweight, have the full support of the 
membership of our organization and we earnestly ask your favorable consider- 
ation of these recommendations, 

On several occasions we have spoken publicly recognizing the fact that the 
farmer’s responsibility for improving his economic condition should rest to a 
greater extent with his own development of a better distribution and control of 
supply. However, it is extremely difficult for farmers to accomplish these ob- 
jectives without the benefit of guidance from an organization that deals specifi- 
cally with these problems or without an opportunity to develop these programs 
with Government assistance. 

It has been our privilege in the past year to appear in behalf of our organiza- 
tion recommending what are recognized as new approaches to the solution of the 
dairy farmer’s problems, but thus far it appears that not a sufficient amount of 
support has been enlisted in the Congress for such recommendations to take 
effect within a reasonable time. It is for this reason that we return our at- 
tention to existing price support legislation and ask your support of H.R, 12238. 

Approximately SO percent of milk production in Wisconsin gces in manu- 
factured products. Since our geographical position does not permit us to take 
advantage of great consumer demand within our area, our products must find 
their market in the large metropolitan areas of our country. These conditions 
have resulted in the price that our farmers have received for their manu- 
factured products to be no higher than what price support legislation dictates. 

We are presently witnessing a steady exodus of farmers from the rural areas 
to the cities. Our farmers maintain that they are unable to continue operations 
in an industry that requires the greatest amount of hourly labor, considerable 
investment in modern facilities, and subject to the complex distribution prob- 
lems that now exist. Farmers report that the high investment required, cou- 
pled with low prices received, is not worth the hard work, the risks, and the 
sacrifices that are required. 

Admittedly, a 19-cent-per-hundredweight boost in the support price of manu- 
factured milk would still leave our price structure about 57 cents per hundred- 
weight below the level of 10 years ago, but Wisconsin farmers, who in the past 
few years averaged between $3 and $3.12 per hundredweight for their milk, 
would welcome any price increase at the present time. As an example, a price 
increase of 10 cents per hundredweight for the past year’s production could 
mean close to an additional $20 million for Wisconsin farmers. 

We earnestly solicit your support for H.R. 12238 because we feel it is a step 
in the right direction, offering the dairy farmer some evidence the corner has 
finally been turned and that he is on the road back from the depressed prices 
of the late 1950's. 


Mr. Jounson. I have a letter in my office from the Page Milk Co., 
which, without objection will be made a part of the record at this 
point; along with several others that have just been received. 

(The letters and statements follow :) 


THE PAGE MILK Co., 
Merrill, Wis., June 2, 1960. 


Hon. Lester R. Jonnson, 
House Office Building, Washington, D.C. 


Dear Sir: I note that hearings have been scheduled on a proposal of yours 
to increase the dairy price support for manufacturing milk. 
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The following comments I sincerely believe to be very appropriate to the 


objective under this measure, and I’d appreciate your giving them careful 


consideration. 

A review of manufacturing prices on a geographical and seasonal basis will 
disclose that the prices paid by manufacturing plants in the State of Wisconsin 
are consistently higher than the prices paid elsewhere. A study vf hauling 
costs from farm to plant will also disclose that in general the cost to the farmer 
of having the milk delivered from the farm to the plant is lower in Wisconsin, 
thus contributing to a further increase in the price received on an at-the-farm 
basis as compared to the situation in other areas. 

Without doubt there are a number of factors contributing to the higher pric- 
ing practices in Wisconsin, which probably would include, though possibly not 
be limited to, the following: 

(1) More efficient plant operations (and this can involve quite a number of 
basic reasons). 

2) Heavy production of manufacturea products of quality suitable for pur- 
chase under the support program. 

(3) Effect of purchasing manufacturing milk alongside the purchase and 
handling of market milk. 

Point 3 may be clearer if it is understood that I am referring to the purchase 
of manufacturing milk as such and the purchase of market milk as such in 
Wisconsin, whereas in many other areas the manufacturing miik is surplus 
milk from Federal market orders and the prices for the surplus milk used for 
manufacturing are established under the Federal orders rather than any 
competitive interplay in price between market milk and manufacturing milk. 

I wrote a letter to Senator Wiley on this subject, and I’m attaching a copy 
which I think you will find interesting. 

Fundamentally, the point I’m trying to make here, is that first the support 
program has been highly effective in the Wisconsin area and farmers in Wis- 
consin have consistently received a higher price from the manufacturing milk 
handlers, than the support basis. Also, the prices the Wisconsin manufacturing 
plants have paid have been paid despite a terrific pressure on their markets by 
the ability of manufacturing milk buyers in other geographical areas to secure 
their manufacturing milk at a much lower cost. The pressure is brought by the 
fact that these manufacturing operations in other areas, with lower cost raw 
milk, are in many instances able to price their product substantially below the 
price the Wisconsin manufacturer must ask, and because so much of the manu- 
facturing milk handled by these other manufacturing processors is surplus 
milk and located in areas where the cost of delivery to market is far below the 
cost from Wisconsin. 

As pointed out in the letter to Senator Wiley, one of the big problems is that 
making surplus milk available in fluid-milk sheds for manufacturing at un- 
necessarily low prices, results in making the true manufacturing milk handler 
and patron carry the burden of providing the processing equipment in the fluid 
milk areas. Actually the burden of maintaining surplus handling facilities in 
fluid milk areas, such as the New York milkshed, for example, should fall on 
the class I milk in that area—not be passed back through the price of surplus 
milk to depress the market of the manufacturing milk producer. 

I sincerely hope this rather lengthy communication may be clear to you and 
that it may be helpful in your thinking in this entire matter. 

Very truly yours, 
Geo. B. Page. 


May 19, 1960. 
Hon. ALEXANDER WILEY, 


Senate Offices, 
Washington, D.O. 


DrAR SENATOR WILEY: A news item has just called to my attention informa- 
tion that the Senate Committee on Agriculture has a proposal before it which 
would have the effect of increasing the support price on manufacturing milk 
from the present $3.06 basis to $3.22 per hundredweight on national average test 
and annual average price basis. I should appreciate it immensely if you would 
furnish me with a copy of the legislation being considered. 
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In connection with any proposal of this nature, Senator, I think a comment by 
John C. York, executive secretary of the Eastern Milk Producers Cooperative 
Association, made at a recent meeting in Syracuse, N.Y., is very pertinent. Mr, 
York stated (according to news release): “There is no reason why New York 
farmers should have manufactured milk prices which are 15 percent per hundred- 
weight under Midwest prices.” He is further reported to have stated that 
handlers and processors, such as the Dairymen’s League, wanted manufactured 
milk prices at a low level while his organization (producers) wants a com- 
petitively higher price. 

I would like to comment on this statement by Mr. York. To pinpoint exactly 
what he is referring to: In the East, almost all of the manufacturing milk is 
surplus milk under one or more of the market milkshed Federal orders or State 
orders. For example the manufacturing of evaporated milk at Wellsboro, Pa., 
by the Borden Co. is largely from New York City surplus or class III milk. 

In the days when the Federal orders were originally established, many of 
these eastern markets had a substantial surplus only in the summer, with the 
result that manufacturing facilities were idle a substantial number of months 
during the year. Various handlers, including producer cooperative organizations 
operating their own handling plants, urged on the Department of Agriculture, 
adopted low prices, on the theory that the maintenance of these surplus handling 
plants was extremely expensive because of their short seasonal operation, and 
that the actual operation was expensive for the same reason. 

In more recent years surplus supplies have become the order of the day on a 
year-round basis, and many of these manufacturing plants handle as much or 
more milk (from city surplus) than do regular manufacturing plants located 
out here in the Middle West. Much of it goes into powder and butter, but a 
substantial amount also goes into evaporated milk on a year-round basis, so the 
argument of seasonality of operation of these processing plants has fallen by the 
wayside. Those plants are today as efficient, if not more efficient, in their 
processing than a large number of the plants which exist in the Middle West 
to furnish markets for middle western manufacturing milk producers. 

A situation which existed in New York also exists in some of the Ohio Federal 
order markets. 

Now, in considering this matter, it is also important to consider the fact that 
Wisconsin, as a manufacturing area, really has to look to the large metropolitan 
areas for its major sales. Thus freight becomes a factor, and Wisconsin, by its 
remoteness from the metropolitan East, is at a freight disadvantage. Now, 
add the freight disadvantage and the fact that these eastern processors are buy- 
ing milk from the fluid surplus at a lower price than is being paid for milk in 
Wisconsin, and it is easy to see the problem which we and others like us who 
buy manufacturing milk in Wisconsin or the Middle West are confronted with. 

Despite the serious competitive problem, Wisconsin consistently has had a 
higher price to the farmer for manufacturing milk than any of the rest of the 
country east of the Rockies. With the exception that very occasionally the 
New York order, for short periods, due to using a different formula for its base, 
comes up with a price which may equal or slightly exceed the Midwest con- 
densory price. 

To give you a quick review of the comparison of these prices, note the attached 
schedule. Unfortunately, there are some omissions in the New York City prices, 
but they are omitted because the information was not at hand. 

I sincerely trust these comments and this information will be of material 
interest to you and offer yeu an opportunity to take a definite interest, not only 
in the measure now before the Committee on Agriculture, but in this entire 
relative price picture. 

Very truly yours, 
THE PAGE MILK Co. 
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Manufacturing milk prices U.S. orders, 
M ' condensery prices 
Month 
| 
Toledo | Lima ‘| Cincin- | Midwest |New York 
4] nati City 
1957: | Er | 
Jenuery......<-. ee ee ee $3. 046 
EN os id deh adap andskdo eee 3. 167 | 3. 221 3. 0944 | 3. 23 3. 057 
MEAMER six ciecaceeces Jade inion goacimmias aan | 3.112 3. 100 3. 0262 3.175 3.022 
ginal Rie aii a RRS En Fy - --| 2.962 2.971 | 2.9275 3.10 3.028 
May -.-.--.-- Sted fa 2. 888 2. 862 2.8431 | 3.07 2. 984 
June Cod tutte dnatheecmanseasase > Bisa 2. 888 | 2. 856 2. 8238 3. 058 2. 987 
July. eee vcisnissSenaihciialtaiianiabiaiitinaad | 2845} 2.875 2. 8220 3.04 | 3. 052 
August.....------ Saas en sg aeeeeeeees | 2388} 2.87 | 2. 8250 3. 062 | 3.089 
SS EEE OR | 2.912-} 2.94 2.8731 | 3.096 3.172 
DGieee Thai iss. dia. dc ae 2. 962 3. 005 2.9269 | 3.14 3. 134 
November-..-.------ bie nid bed ads w cheba Save caheiaaen 2. 988 3.035 | 2.9606 3.15 3.112 
December---...--.---- = aipta a cadte ‘ane 2.988 | 3.045 | 2.995 3.15 | 3. 089 
1958: | | | | 
Sethi s siccick: tes vate ode e aa ; 2.088) 38.0:7| 295 | 3.13 ] 3.074 
Pe «16s thine Maidekas «eo aeeds | 2.988 | 2.975 | 2.926 | 3.11 | 3. 07 
WENN «ide aghten ss one aenie Fiske 2. 988 2.950 | 2.883 3.08 3.018 
hate. oa ~ 2.806} 2.808] 2.776 2.95 2. 884 
May ee a Mienaanchiedscaceealy “TE eed. | en 2.716 2. 90 2. 788 
June a aie 0h pnicceaithaa tien ideals | 273! 27S 2. 735 2. 89 2.78 
TOE cena : d : 2.76 | 2.825 2.796 | 2.92 2. 871 
August or : 2.788 | 2.861} 2.8475] 2.96 2.913 
I NE ee y 2.812} 2.915 2.865 | 3.00 | 2. 995 
October 2. 965 2. 965 2.92 | 3.04 | 2. 939 
November 2.862} 2.967] 2.94 | 3.05 | 2. 932 
ENE gS toe eget t eee a core ae 2. 875 | 3.000 | 2. 995 3. 07 2. 973 
1959: | | | 
ON oss wncklcbic ates iittin Jdthin See 2. 888 3. 005 | 2.990 | 3.06 2. 87 
DT cnc cnumeundcame’ gdinueate 2.88 | 3.005 | 2.990 | 3.06 | 2. 87 
SiR sn en ea ee ae |} 2888] 2925} 2.905 3.01 | 2. 85 
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EASTERN MILK PRODUCERS COOPERATIVE ASSOCIATION, INC., 
East Syracuse, N.Y., June 7, 1960. 
CLERK, 
Committee on Agriculture, 
House of Representatives, Washington, D.C. 


DEAR Sire: In accordance with instructions by Mr. Heimburger, with whom we 
spoke by long-distance phone this morning, we are enclosing six copies of a state- 
ment in support of H.R. 12238, the purpose of which is to establish a price sup- 
port level for manufacturing milk and butterfat. 

We understand that a hearing on H.R. 12238 will be held on Wednesday, June 
8, 1960, before your Dairy and Poultry Subcommittee. The annual meeting of 
this association is, by coincidence, taking place on the same day, and, for that 
reason, it is impossible for us to attend the hearing in person. 
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Accordingly, it should be greatly appreciated if a copy of the statement could 
be included in the hearing record. 

As you will note from the statement, we are in favor of the enactment of H.R. 
12238, and hope that the Committee on Agricuture will be successful in securing 
its passage by the Congress. 

We should be pleased to furnish any additional information which may be 
desired by the subcommittee. 

Sincerely yours, 
JOHN C. YorK, Evecutive Secretary. 


STATEMENT BY JOHN C. YorK, EXECUTIVE SECRETARY, EASTERN MILK PropucERS 
COOPERATIVE ASSOCIATION, INC., IN SupporT OF H.R. 12238, a BiLt To EstTapriisy 
A PRICE SuPPporT LEVEL FOR MILK AND BUTTERFAT 


My name is John C. York. I am the executive secretary of Eastern Milk Pro- 
ducers Cooperative Association, whose offices are at East Syracuse, N.Y. Our 
association strongly favors the enactment of H.R. 12238, which would increase 
the support price for manufacturing milk from $3.06 to $3.25 per hundredweight. 

Our association has a membership of approximately 10,000 dairy farmers, and 
is the largest bargaining cooperative in the United States. The farms of our 
member producers are located in New York State, in Pennsylvania, and in Ver- 
mont. Our milk is sold in the New York-New Jersey market, in the Boston mar- 
ket, and in some of the secondary markets of the Northeast, such as Connecticut 
and Rhode Island. 


CONDITIONS IN THE NEW YORK-NEW JERSEY MILKSHED 


Economic conditions for milk producers in the New York-New Jersey milkshed 
have worsened during the past 6 months. Beginning in December 195%, aver- 
age or blended prices to producers in this vast milk-producing area have been 
lower in each month than a year earlier, and a lower price is also expected for 
the month of May. Thus, while the average price for all of 1959 was above 
1958—$4.48 per hundred pounds of milk as against $4.44—the price in December 
was below December 1958—S$4.80 as against $4.4. 

In January the price was $4.56, as compared with $4.64 a year ago. In Febru- 
ary it was $4.38, as compared with $4.54. In March it was $4.15 as compared 
with $4.28, and in April it was $3.86 as compared with $4. 

A total of 49,281 dairy farmers delivered milk to the New York-New Jersey 
market in April 1960. The lower price they received has meant hardship for all, 
and disaster for many. Under the pressure of continually declining prices at a 
time when dairymen’s expenses were rising, many producers in the New York- 
New Jersey area have had to give up dairying, and seek a livelihood elsewhere. 
Thus, only a year ago, a total of 52,153 producers delivered milk to dealers in the 
New York-New Jersey market. Within the relatively short period of 1 year, 
2,872 producers have abandoned dairying in the New York-New Jersey production 
area. This is more than the number of all producers supplying the Washington, 
D.C., area, and almost as many as supply the whole State of Connecticut. 

The New York-New Jersey marketing area is regulated by Order No. 27, issued 
under the Agricultural Marketing Agreement Act of 1937 as amended. The order 
provides for the prices producers receive for milk used for various purposes. 
Producers have recently sought relief under the provisions of this act, by petition- 
ing for a suspension of certain order provisions which would have prevented a 
decline this spring in the price they receive for milk used for bottling purposes. 
The Department of Agriculture has, however, denied this request, and the price 
for this milk will decline further this month as it also did last month. 

In these grave circumstances, producers in our milkshed are hoping for some 
improvement in the price they receive for milk for manufacturing purposes. 
Their hopes rest on the enactment of H.R. 12238, which is the subject of this 
hearing, and on all similar bills. The increase in the support price provided by 
the bill is modest indeed—19 cents per hundredweight of manufacturing milk. 
If enacted, the bill would add ahout 8 cents per hundredweight of milk to the 
blend price in our area during periods when dairy products would otherwise sell 
at the lower support level. 

NATIONAL CONDITIONS 


Notwithstanding reports to the contrary, the economic conditions of dairy 
farmers the country over is, with certain minor exceptions, unfavorable. This is 
particularly true of producers whose milk is utilized predominantly for manufac- 
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turing purposes. Production of milk during 1960 is expected to be higher than 
during 1959. It will be large enough, according to the Department of Agriculture, 
to hold average prices for manufacturing milk near the support level. Unless 
changed by the enactment of H.R. 122388, that level will be $3.06 per hundred- 
weight until March 31, 1961, though for April 1960 the price was $3.17. At the 
same time production costs are likely to increase further, after having reached 
a record high on April 15, 1960. The cost-price squeeze, under which producers 
have been laboring for so long, will pinch even more than previously. 

Much has been made of the prediction that cash receipts from dairying will 
reach a record figure this marketing year. Of course, with an anticipated record 
output of milk, and with an unchanged level of support price, cash receipts 
are bound to be higher. But higher cash receipts do not mean a higher net 
income, since as already indicated, production costs are also likely to rise. 
Higher cash receipts for the entire industry may, on the contrary, indicate a 
worse situation for some producers. This is due to the fact that, in adverse 
times, some producers who are hard pressed will increase their output in order 
to make ends meet. 

One measure of the economic position of dairy farmers is the index of prices 
received for dairy products and the index of prices paid by farmers. According 
to the latest economic report of the President, the index of prices received for 
dairy products averaged 254 in 1959. This was a decline of 5 points since 1957 
when the index stood at 259. At the same time, the index of prices paid by 
farmers for all items, including interest, taxes, and wage rates, increased 12 
points between 1957 and 1959—from 286 to 298. (When only production items 
are considered, the result is somewhat less unfavorable; the index climbed from 
257 in 1957 to 266 in 1959. ) 

A still further measure of the economic status of dairy farmers is the amount 
of return received by the farm operator and family labor. In 1958 the return 
per hour to dairy farmers in the Northeast was 79 cents. In eastern Wisconsin 
it was 386 cents; and in western Wisconsin, 57 cents. The returns for 1959, when 
available, are not likely to be much different, since cash receipts for 1959 were 
less than 1 percent higher than for 1958. These hourly returns are unbelievably 
low, when urban wage rates are considered, 


PROPOSED SUPPORT LEVEL 


The support price specified in H.R. 12288, to wit, $4.25 per hundredweight 
of milk equal to 81 percent of parity, would afford a modest increase in the sup- 
port level. Back in 1958 the support level was $3.74, which was 90 percent of 
parity. The reduction in April 1954 was then justified on the basis of the fact 
that stocks of dairy products in the hands of the Government were large. But 
this is a condition which does not exist today. On April 30, 1960, the Govern- 
ment held no uncommitted supplies of butter and cheese. While*the uncom- 
mitted supplies of nonfat dry milk were 197 million pounds, it is well known 
that the demand from foreign sources for this product is very great, and there is 
no problem of disposing of all stocks. 

Total purchases of dairy products during the marketing year April 1, 1959, 
to March 31, 1960, were the lowest since 1951-52, when measured on a milk 
equivalent basis. The milk equivalent of all purchases during 1959-60 amounted 
to 3,278 million pounds. This compares with a high of 12,415 million pounds, 
which occurred in 1953-54. The large purchases during that period led to the 
reduction in the support price, already referred to. 

The trend of lower purchases experienced during 1959-60 has apparently con- 
tinued during April 1960. 

It is presumably a principle of the flexible-price support program that the 
support level would be varied in accordance with supply and demand conditions, 
that is to say, that the support level would be reduced when supplies are ex- 
cessive in relation to demand, and would be increased when supplies are in bet- 
ter balance with demand. From the data given above, the supply and demand 
of dairy products are now in much better balance than previously. Hence, an 
increase in the support level, such as is proposed by H.R. 12238 is fully justified. 

For all these reasons, we urge the committee to recommend the enactment 
of this bill. 
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AMERICAN FARM BUREAU FEDERATION, 
Washington, D.C., June 7%, 1960. 
Hon. Harotp D. Coo.ey, 
Chairman, House Agriculture Committee, 
House of Representatives, Washington, D.C. 


DEAR CONGRESSMAN CooLrey: I believe you will be interested in the enclosed 
statement which outlines the position of the Farm Bureau regarding the level] 
of dairy price supports. We are recommending that there be no change in the 
present dairy price support levels. 

If you have any questions about the Farm Bureau viewpoint, I shall be happy 
to discuss them with you at any time. 

Sincerely yours, 
JoHN C. DAT, 


Assistant to the Director, Washington Office. 


STATEMENT OF THE AMERICAN FARM BUREAU FEDERATION TO THE DAIRY AND 
PoULTRY SUBCOMMITTEE OF THE House AGRICULTURE COMMITTEE REGARDING 
THE LEVEL OF DAIRY PRICE SUPPORTS FOR MILK FOR MANUFACTURING PURPOSES 
AND FOR BUTTERFAT 


Farm Bureau is happy to present for the record a brief statement of some 
of the facts concerning the national dairy situation and our views with regard 
to proposals before the committee affecting price support levels for manufactured 
milk and butterfat. 

THE NATIONAL DAIRY SITUATION 


We have attempted to brief data from the various publications of the Federal 
Government, including U.S. Department of Agriculture, in order to give a concise 
picture of the dairy situation. 


Milk production 

U.S. milk production in 1959 totaled about 124.4 billion pounds. This was 500 
million pounds below 1958 and 1.5 billion pounds—about 1% percent ~—below the 
record output of 125.9 billion pounds in 1957. 

Last year was the second since 1952 in which annual production declined from 
the level of the previous year. The decreases in production in 1958 and 1959 
contrasted sharply with forecasts of substantial increases that were made when 
the level of dairy price supports was lowered April 1, 1958. 

Annual production continues at a high level, however. In 1959 it was more 
than 3 percent above the annual average of the period 1949-58. Production in 
1960 probably will be about the same as in 1959 and still well above the 1949-58 
level. 

Production of milk on farms during April 1960 was about 11.3 billion pounds. 
This was almost 1 percent above April 1959, and about 4.7 percent above the 
April 1949-58 average. 

Production in the first 4 months of 1960 was less than one-half of 1 percent 
higher than in the comparable period in 1959, if average-production-per-day 
figures are compared in order to eliminate the effect of the extra day in February 
of this year. 


Farm prices of milk 

The national average price received by farmers for all milk sold from farms 
at wholesale was $4 per hundredweight on April 15, 1960. This was 19 cents 
lower than in the preceding month but 9 cents above the April price a year 
ago. 

The average price of manufacturing milk (used in making American cheese, 
evaporated milk, and butter and byproducts) was $3.17 on April 15, 1960. This 
was 5 cents lower thanin March but 10 cents above a year earlier. 

Fluid milk prices at the producer level in early April were down seasonably 
from March. Class I prices paid by dealers decreased in 47 markets, or about 
1 of every 3 markets reporting to USDA. In about 160 markets these prices 
averaged $5.38 per hundred pounds (3.5 percent milkfat), or 9 cents below 
March 1960 but 17 cents above April 1959. 

Thus the price of manufacturing milk in April 1960 was up 9 cents, the price 
of class I fluid milk up 17 cents, and the price of all milk at wholesale ‘was up 9 
cents per hundredweight from a year ago. 
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Market price and support level 


In the 1958-59 price support program year, the actual market price of manu- 
acturing milk averaged 101% cents per hundredweight above the annual support 
price of $3.06. Further progress was made during the 1959-60 program year 
and the market price averaged 17 cents per hundredweight above the unchanged 
support price. 

The national market average price in April 1960 was only 1 cent lower than 
3 years ago despite a drop of 19 cents per hnudredweight in the support level on 
April 1, 1958. 


Milkfat-livestock price ratios 

Ratios of the current average price of milkfat in farm-separated cream to 
average beef cattle and hog prices give an indication of the gross income oppor- 
tunities in production of each of these commodities. In some geographic areas, 
substantial numbers of farmers shift production materially in response to 
changes in these price relationships. 

On April 15, 1960, 2.71 pounds of beef (on the hoof) were equal in market value 
to 1 pound of milkfat. Except for 1951, 1952, 1958, and 1959 this was the lowest 
milkfat-beef ratio for any April in the last 51 years. 

About 3.79 pounds of hog were equal in market value in April 1960 to 1 pound 
of milkfat. This was well above the milkfat-hog ratio in April 1958 and the 
same as a year ago. In only 4 years of the last 14 was the ratio higher at this 
time of year. The current milkfat-beef price ratio strongly favors milkfat rather 
than hogs. 


Cash receipts from dairying 


Cash receipts from farm marketings of milk and other dairy products totaled 
over $4.6 billion in 1959. This was the second highest year on record and almost 
equaled the alltime record set in 1957 at near $424 billion. 


Cost-price squeeze 


There can be little argument that farmers and ranchers are plagued with a 
cost-price squeeze. Before beginning to prescribed remedies for this situation, 
it seems desirable to consider some of the root causes of this agricultural dilemma. 

Many of the advocates of higher and higher Government price supports for 
agricultural commodities, including dairy products, ignore the many factors 
which continue to increase costs to farmers. One of the main costs of dairy 
farmers is labor. Some advocates of increased dairy price supports are at the 
same time advocates of an increased national minimum wage and expanded 
coverage of millions of additional workers that will surely add to farmers’ 
costs. 

Milk-feed price ratio 


The national average milk-feed price ratio was 1.35 on April 15, 1960. This 
meant a pound of whole milk would buy 1.35 pounds of concentrate rations. In 
only 2 years in the 51 years of record was the April ratio higher. For the 
10-year period 1949-58, the average ratio was 1.19 for this time of year. 
Farm efficiency 

Efficiency on dairy farms, as measured by output per worker, continues to 
increase. Production per man-hour on a group of farms in eastern Wisconsin 
was 51 percent higher in 1958 than in 1947-49. For a similar group in western 
Wisconsin the comparable increase was 70 percent, and for a group in the 
central northeast region it was 69 percent. 


Technological improvements 


Tremendous advances have occurred in farm mechanization and the science 
of dairy husbandry. Further advances are coming. Among the various tech- 
nological developments that have contributed to efficiency, bulk handling con- 
tinues in the limelight. Althought its contribution to reduce operating costs on 
farms has been rather small, it has increased investments and thereby stimulated 
the trend toward larger farms. 

Milk output per cow averaged 6,438 pounds in 1959. This was about 40 percent 
higher than in 1940, and about 2 percent above 1958. 

Many farmers who formerly shipped milk and cream as a sideline operation 
have quit the dairy business. Of those continuing in the business, an ever- 
increasing proportion depend on dairying as their principal source of income. 
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Production of milk has increased in most recent years primarily because of 
rapid and widespread adoption of technological improvements, not because of 
changes in milk prices. Thus the long-term outlook on farms is for more milk 
at relatively less cost. 


Potential market 


The domestic market for dairy products—about 180 million persons with a 
high level of expendable income—is practically the greatest in our history. 


Population growth 


The rate of increase in population growth now exceeds that for milk pro- 
duction. In 1958, annual production of milk was equal to 724 pounds per person. 
This was the lowest since records were started in 1924, but a new low was 
reached in 1959. The high annual average for the 35-year period was 8938 
pounds in 1942. 

Daily average production of milk per person in April 1960 was 2.1 pounds, 
1 percent below a year earlier and 6 percent below the April 1949—5S8 average, 


Consumption 


A source of considerable confusion in measuring changes in milk consumption 
is use of so-called milk equivalent figures. These data are based soley on the 
quantities of milkfat involved and ignore the milk solids-not-fat. The latter have 
a lower market value but comprise about two-thirds of the total solids in milk. 
Therefore, it is more meaningful to talk about consumption in terms of milk 
solids than milk equivalent. 

During the last 10 years there has been a substantial decline in the average 
consumer’s consumption of milkfat but an increase in his use of the milk solids- 
not-fat. Milk equivalent figures give a distorted view of what is happening. 

Civilian consumption of milkfat averaged 3214 pounds per person in 1940. The 
average declined during World War II, rose to 31.6 at the end of the war, and 
then declined to a level of 26.8 pounds in 1953. In 1959, total consumption of 
milkfat averaged about 25.6 pounds per person—a record low. 

In sharp contrast, civilian consumption of milk solids-not-fat averaged 40.8 
pounds per person in 1940, 49.9 in 1946 and 46.4 pounds in 1953. In 1959, total 
civilian consumption of milk solids-not-fat reached 47.5 pounds per person. 

Due to availability of large supplies of milk, an increasing population, and 
reduced Government purchases under the price support program, the total amount 
of milk solids consumed by our civilian population was higher in 1959 than in 
1958. 

There has been some overall improvement in consumption per person since 
1953. This has been due to lower prices and increased promotion, expansion of 
the school lunch and special milk program, and distribution of supplies acquired 
under the price-support program. 

Retail prices 

Retail prices of dairy products in March 1960 were unchanged from February 
but up slightly from March 1959. They also were above the levels of most pre- 
vious years. They were lower than they would have been, however, if downward 
adjustments in support prices had not occurred in 1954 and 1958. 

The ability of most persons to buy milk has increased much more rapidly than 
the retail price of milk. In 1890 it took about 26 minutes of work (at average 
actory labor wages) to earn enough to buy one quart of milk. In 1947, it took 
10 minutes of labor, and in 1959 it took only 7 minutes. 

Reductions in the real price of milk—as based on labor requirements—have 
been achieved at the same time that tremendous advances have been made in 
terms of quality improvement and services to consumers. 


Price support program 


Price support purchases of milk. in various forms, accounted for about 4 per- 
cent of the farin production of milkfat in the program years 1955-56 and 1956-57, 
about 514 percent in 1957-58, 3 percent in 1958-59, and 2.8 percent in 1959-60. 
The latter figure was the lowest since 1951-52. The peak was 9.8 percent in 
1953-54, the last year in which supports were maintained at 90 percent of parity. 

In terms of production of the solids-not-fat in milk, price support purchases 
(based on actual deliveries of nonfat dry milk and including some purchases 
made directly with section 32 funds) accounted for about 5% percent of produc- 
tion in the program year 1955-56, not quite 7 percent in 1956-57, nearly 8% 
percent in 1957-58, 7.2 percent in 1958-59, and 7.1 percent in 1959-60. 
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Purchases of all three dairy products under the price support program in the 
1959-60 program year were substantially less than two years earlier when the 
price support level was higher. Purchases of butter were down 37 percent, 
cheese purchases were down 80 percent, and purchases of nonfat dry milk (based 
on actual deliveries rather than contracts and including direct purchases with 
section 32 funds) were down 11 percent from 1957-58. 

The overall volume of dairy price support purchases has declined as a result 
of reduced production of milk on farms and increased commercial consumption 
of milk and its products. 

Direct price support purchases of butter and cheese were even less in April 
1960 than a year earlier. Purchases of nonfat dry milk were substantially 
higher. 

On April 30, 1960, CCC’s uncommitted stocks of dairy products purchased 
under the price support program totaled 197 million pounds. This was substan- 
tially more than on December 31, 1959, when they totaled only 7 million pounds, 
but far less than in the fall of 1954 when they totaled more than 1 billion 
pounds. 

GENERAL CONSIDERATIONS 


The national dairy situation is improving. Production is undoubtedly lower, 
and consumption almost surely higher, than would have been the case if sup- 
port prices had been maintained at higher levels. 

The fact that the market price of manufacturing milk is currently well 
about the support level indicates that supply and demand are near a balance in 
the dairy industry. If, however, the minimum price support level were raised 
and fixed at about the annual average market price in 1959—$3.21 per hun- 
dredweight of milk of average test—production of milk would increase as. a 
result of the certainty provided by a support price as contrasted to a market 
price determined, in part at least, by actual demand-supply conditions. 

In April 1958 dairy price suports were adjusted in line with the current 
supply-demand outlook. Many individuals and organizations contended that 
milk production would skyrocket upwards because of the slightly reduced Gov- 
ernment price-support levels (approximately 19 cents per hundred). 

Farm Bureau supported this action and predicted at that time that adjust- 
ments would be made that would be beneficial to dairy farmers. 

The result? Compare production and prices for 1957—the last full year at 
the higher support level, and 1959—the first full year under the lower support 
level. Production dropped more than 1% billion pounds per year, and the 
actual market price in December 1959 was as high as in December 1957. 

As noted previously, total production currently is very slightly above 1959 
levels while the market price of manufacturing milk is about 9 cents per hun- 
dredweight higher than a year ago. 

Some persons contend that a single factor—such as the relationship of the 
price of beef to the price of milk—governs changes in national production of 
milk. Actually, there are many important factors. Among them are livestock- 
milk price relationships, feed-milk price relationships, weather conditions, the 
impact of war, the level of dairy price supports, and the ease or difficulty with 
which one may shift into or out of milk production. 

Attempts to set artificially high prices are likely to aggravate temporary sur- 
pluses into becoming permanent surpluses. 


FARM BUREAU POLICY 


At the annual meeting of the American Farm Bureau Federation in December 
1960, the voting delegates established a policy on dairy price supports that reads, 
in part, as follows: 

“DAIRY PROGRAM 


“In recent months the supply-demand situation in the dairy industry has 
shown dramatic improvement. Commodity Credit Corporation purchases of 
dairy products have been greatly reduced, stocks have been virtually liquidated, 
and current market prices are running above support levels. 

“Several factors have contributed to this improved situation. Among these 
are relatively high cattle prices which have encouraged continued heavy cull- 
ing of dairy herds, adjustments in the support level in April 1954, and April 
1958, and a strengthening of market demand for dairy products. 
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“Recent developments suggest that conditions may change in a manner which 
will encourage an increase in milk output greater than the market will absorb 
at current prices. To provide greater assurance that dairy farmers will not 
again be confronted with surplus stocks, the present price-support system 
should be replaced by one that will keep the dairy industry on a sound 
basis.” 

CONCLUSION 


H.R. 12238, introduced on May 16, 1960, by Congressman Lester Johnson, 
Democrat, of Wisconsin, proposes to establish minimum support prices of $3.25 
per hundredweight of milk for manufacturing purposes and 60 cents per pound 
of butterfat, beginning July 1, 1960. These support prices would be above those 
now prevailing. 

There can be little doubt, based on the facts set forth herein, that our 
national supply of milk and butterfat is nearly in balance with demand and 
that the markets for dairy products are expanding. 

We are for maximum net farm income for dairy farmers, and we believe 
it would be contrary to their best interests at this time to advocate a program 
that would increase the likelihood of unduly stimulating dairy production and 
again building up huge surplus stocks in the hands of the Federal Govern- 
ment. Such surpluses would hang as a tremendous weight over the market 
system, thus depressing the prices that dairy farmers might otherwise re- 
ceive. We hope that the committee will not make changes in the present dairy 
price-support levels. 

Mr. Jounson. Our next witness is our colleague, Congresswoman 
Gracie Pfost. I understand you have been on the w ay over here most 
of the morning, and I am glad you have arrived before we adjourned. 
We will be glad to hear you now. 


STATEMENT OF HON. GRACIE PFOST, A REPRESENTATIVE IN CON- 
GRESS FROM THE FIRST CONGRESSIONAL DISTRICT OF THE 
STATE OF IDAHO 


Mrs. Prosr. Mr. Chairman and members of the committee, I am 
most appreciative for this opportunity to express my support of legis- 
lation designed to raise price supports on milk and butterfat. The 
dairy farmer makes up a vital segment of the agricultural economy 
and he deserves all the help this C ommittee can give him. 

The two bills I have introduced, H.R. 3349 and H.R. 9365, which 
are among those now being considered by this committee, have as their 
goal the further stabilization of the eae support program and would 
prevent future disastrous cuts for the dairy farmer. 

Support prices for milk and butterfat now stand at 77 percent of 
parity. The measures under discussion would raise the parity level 
to about 82 percent, and it would naturally follow that the dairy 
farmer would benefit in terms of increased income for his products. 

The present price of butterfat is 56.6 cents a pound and the price 
of manufactured milk is $3.06 per rey My bills would 
hike support prices to 58.6 cents and $3.25 per hundredweight re- 
spectively. 

Another provision included in my bills would change the formula 
for figuring price supports so that they would be based on the 30- 
month period from July 1946 to Dec ‘ember 1948. That was a good 
period for the dairy farmer and I would like to see the same yardstick 
used in helping him now and in the future. 
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Present low-level price supports are putting many of the Nation’s 
dairy farmers out of business. The present $3.06 support for milk, 
for example, is much too low in view of the high cost of living and the 
increased costs of milk production to the farmer. 

Certainly dairy farmers deserve better treatment than they are 
now getting. The price support program for dairy products should 
be based on sound, economic and humanitarian principles, not on a 
desire merely to keep farm prices low. I don’t want to see repeated 
what happened, for ex cample, in 1954 when Secretary of Agriculture 
Benson slashed support prices—from 85 percent down to 80 percent 
of par ity. 

Such action can hurt many dairy farmers. The Dairyman’s Co-op 
Creamery of Boise Valley at Caldwell, Idaho, has reported to me that 
a reduction of 25 cents per hundredw eight in support prices cost the 
more than 2,300 members of the Canyon County co-op producers close 
toa half a million dollars a year. 

This comes to about $207 per individual producer. A drop of 25 
cents in support prices for the entire Nation would amount to more 
than $300 million to dairy farmers. What we want to give the dairy 
farmer is an assurance of a high and stable price support program, not 
a program which may allow his income to be cut right out from under 
him. 

I sincerely urge the committee to approve this legislation. It will 
point the way to a healthier dairy industry in America. Thank you. 
Mr. Jounson. Are there any questions? Thank you very much. 

Mrs. Prost. Thank you. 

Mr. Jounson. Is there anybody else who wishes to file a statement 
or to be heard before the committee this morning? If not we will 
close the hearings for today. 

(Whereupon, a recess was taken at 12 p.m. to reconvene at 10 a.m., 
on Thursday, June 9, 1960.) 
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